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SCIENCE AND SOCIETY* 


By R. H. Coats 
Dominion Statistician, Canada 


“Difficult, ye mean, Geordie, not impossible,” replied the King; “for that whilk 
is impossible is either naturally so or morally so; but what is only difficult may 


come to pass, with assistance of wisdom and patience.” 
—The Fortunes of Nigel 


I 


Proem 


ANADA is the Scotland of America, and a proof is before you. Scot- 

land gave a King to England in 1603; to-day Canada gives a 
President to the American Statistical Association. James Sixth of Scot- 
land and First of England whose vasty shoes I thus inherit is, I fear, 
“mixed grill” to many. He was an apriorist, and he was a pedant. 
Though his education was bleak and early as Stuart Mill’s, he hadn’t 
a good style. His personal appearance was against him, also his north- 
ern accent, even his table manners (he drank his cocky-leekie from the 
bowl). He was given to cursing and swearing. It is a chilling historicism. 
Yet, despite that Professor Laski still uses him austerely in the Ency- 
clopaedia of the Social Sciences, from a boy with the Fortunes of Nigel 
in my school-desk I have liked its “principal personage” (as Scott 
called him) James. And of course he is the James of Jamestown, first 
permanent English settlement, first cradle of representative govern- 
ment, in these United States. 

Speaking of Nigel, even in the ’nineties we used to skip the antique, 
Dr. Dryasdust “Introduction.” Yet there amidst a descant on dying 
chivalry stands out a sentence how that when Nigel went up to London 
“already the hour was arrived when Bacon was to teach the world no 
longer to reason from authority to fact, but to establish truth from fact 
to fact.” It appears my cue. And James who was a theologian in the 
seventeenth century, would they say have been a philosopher in the 
eighteenth, a man of science (of Tennyson’s water no doubt) in the 
nineteenth, and I like to hope a statistical “fan” (useful word) to-day. 


* Presidential address at the One-hundredth Annual Meeting of the American Statistical Associa- 
tion, Detroit, December 28, 1938. 
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He “enlarged” and protected, though he did not comprehend, the in- 
ductive Bacon; if Bacon fell it was because of his deductions (the pun, 
alas, is pure James). 


My title is “Science and Society,” one must be in the fashion. Incon- 
tinently I call the Social Sciences “Science,” though the “exact” sciences 
have been stretching a hand of late upon us. Overseas, Lancelot Hog- 
ben, Julian Huxley, J. B. S. Haldane, are indeed “the cat amongst the 
pigeons.”! Here, judging by our A.A.A.S., they would not “take over,” 
but they do insist on “social” status. Perhaps they have been reading 
Walter Lippmann who judges with President Butler that joint-stock- 
ism, a purely social device, did as much as invention to increase pro- 
duction in the nineteenth century,’ at any rate it can buy up the pat- 
ents. And History is aware of inventions before 1800, vixere fortes ante 
Agamemnona.’ And the anthropologists (statisticians now, by whose 
measurements the Indian, the Negro and the Eskimo are the “high- 
brows” of the continent)‘ would say that it was the stirrup that made 
Attila a nuisance long before poison gas and the fire bomb, our own fine 
flowers.’ But in truth there is nothing in history like the problem of to- 
day. Moreover, it grows. Chemistry alone with its catalyst and now its 
valence with quantum theory taking on the energy problem—the sun- 
and-earth machine, the geo-electric engine, a utilizable sub-atomic po- 
tential—perhaps! As to our biological future, it isn’t decent; its Brave 
New World makes Dean Inge sick in the English use. Astronomy 
and four-dimensional physics meanwhile poise us between © and 
dx (1077 atoms=1 man; 1078 men=1 star) in mere awe; and mass is 
energy and energy is mass, and so on: 





This is a snow flake that was once a flame. 
We are like Alice when she nibbled the mushroom and her chin got 


1 “The association of economics with science jars harshly on the modern ear” Prolegomena to Politi- 
cal Arithmetic, by Lancelot Hogben. 

2 The Good Society, by Walter Lippmann, pp. 13-17. 

3 “Spice high with Latin and a curn or two of Greek,” one was admonished when conversing with 
James; of Hebrew he was less exigent. The Marquis of Worcester’s list of one hundred new inventions 
(all his own) appeared in 1663; Hero of Alexandria's about 75 A.D.,—from a fire engine to a penny-in- 
the-slot machine. 

4 And you are not weak because your chin recedes or brave because your jaw sticks out. (The 
Forehead, by A. Hrdlitka). Pearson's controversy with the craniologists may be recalled. (Biometrika, 
Vol. II). Statistics is giving meaning to the new science of biotypology. 

5 The stirrup enabled cavalry to thrust as well as deliver chopping blows. But the fire-bomb has 
the “edge,” especially on non-combattants, as Bruno Mussolini's Volli Sulle Ambe, (recommended to 
Italian schools) elucidates: 

“I got only mediocre effects because I was expecting enormous explosions whereas the little 
Abyssinian homes give no satisfaction to anyone bombing them. The incendiary bombs give satis- 
faction, at any rate one sees the fire. We set fire to the wooded hills and the little villages; it was 
all most diverting: I began throwing bombs by hand. It was most amusing. A big “zariba” was 
not easy to hit. I had to aim carefully. The wretches inside, seeing their roof burning, jumped out 
and ran like mad.” 
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tangled with her toes. Not that the social sciences could advance till 
physics and chemistry had defined the environment, and biology and 
psychology had told us what we are—statistics were not very necessary 
before 1700. But now, as I say, the cry is for help, the need is dire. Man 
must not wear his science like the shirt of Nessus.® But in the vernacu- 
lar, is he who heaves the brick the one to assess the damage, noble as 
it is to offer? And is the “balm” to be the “Cartesian Economics” of 
the Chemists?—or the Technocracy or the Social Credit of the Engi- 
neers? Ah no, the tail must not wag the dog, even “a ninety-six inch 
tail on a four-inch dog.” In the new Salvation Army the social sciences 
must take over and direct the natural sciences, not vice versa—of 
course, like General Booth, not letting the devil monopolize the good 
tunes. This is all the natural sciences want—to tell us how. My point 
is that, so far, they lack definiteness in the telling. And here without 
further “build-up” my title regresses to “Statistics and Science,” not 
that the change is so great. In close upon the 100th year of our Associa- 
tion and of the Physique Sociale and of Cournot’s Recherches; about the 
200th of the Treatise of Human Nature; one is almost compelled to the 
pleasant theme. James himself could have wished no wider for his dis- 
cursive tongue. 

One other apologetic: A preacher (Scottish) once explained that 
when he said religion he meant the Protestant religion, and by the 
Protestant religion the Presbyterian religion, and by Presbyterianism 
the Wee Free Kirk. So I in like-felt crescendo address you only as a 
statistical administrator, but that of a central Statistical Bureau, a 
ministry as it were of all the talents. James, who wrote thirty books on 
forty subjects (from predestination to tobacco), was an administrator 
when Kings were Kings; an office like mine which has many times 
James’s output (and on more subjects), is of a day when Statisticians 
are fast becoming Statisticians. If therefore I speak in all the bravura 
of the Basilikon Doron, you will understand. 


II 
Statistics and “Science” 


Beginning softly, statistics has long been handmaid to these exact 
sciences, apprenticed in the scullery, but now risen housekeeper, eating 
with the family. Statistical averages and distributions now supplement 
the old inductive processes everywhere, i.e., the observing of experi- 
mentation has become scientific. This opens a dozen vistas. Passing 

6 Or, as W. F. Ogburn would say less tragically, the tin can, marvel though it be, must not be tied 
to Society, even in the form of women’s suffrage. “The invention of the tin can led to canning factories; 


it reduced the time in preparing meals; it thus gave women more time for activities outside the home.” 
The Influence of Invention and Discovery, by W. F. Ogburn in Recent Social Trends, Vol. 1, Chap. III. 
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astronomy the pioneer (our motion through space only an index num- 
ber); passing biology the preéminent (species only a statistical group- 
ing); let us glance down just the two most distractingly intimate to 
homo sapiens,—the two he places first in the prayer book, preceding 
economics: medicine and psychology.’ 

Medicine.—Medicine, a fragment of Greek science, all but perished 
when slave labour divorced the manual from the mental, leaving diet 
to nurses, materia medica to monks and apothecaries, surgery to bar- 
bers. The Renaissance set that straight,’ and Vital Statistics for a hun- 
dred years has been signalling just where to train the guns—a recon- 
naissance on foot at first, now the scouting airplane. Dublin and Lotka 
think modern medicine will add, say, another ten years to life. But 
though this still leaves “Back to Methuselah” to biology and Bernard 
Shaw, did you notice the fuss over the new fertility questions in Eng- 
land lately, and the indignation of Mr. A. P. Herbert, M.P., that wom- 
en should be thought of like “cattle?” Mr. Herbert is a humourist (at 
any rate he is an editor of Punch) and still looks for children under 
gooseberry bushes, or for embryology in Ecclesiastes (xi, 5).!° But the 
doctor of 1938 is being taught more than birth, death and morbidity 
reports, or how in the laboratory to correlate the elusive bacteriophage, 
—he is being taught how to capitalize his experience. Startling is Mr. 
Bradford Hill’s hint of what may happen from an unscientifically an- 
alyzed hospital record, and how easily a doctor may fool himself (and 
you and me) on what are quaintly called his “survival after treatment” 
rates.!! One would say again that individual diagnosis for malnutrition 
in school children would be superior to objective mass tests based on 
physical and physiological measurements, but it appears not: the in- 
sufficiency of the clinician’s judgment in many a field could have no 
better demonstration.” The public is sensing this. Preventive medicine 
wili soon include preventive statistics, and doctors will apply therapy 
in the light of o and x’. 

Psychology.—Bound though it remain to the old Cartesian duality, 
the psychology that has shaken our time is objective. Energies, in- 
stincts, libidos, complexes, mostly of that new induction the uncon- 
scious mind, are the interest; urgency the yardstick; “measure and 





7 “All those who are any ways afflicted or distressed in mind, body or estate.” 

8 For a striking image see Social Judgment, by Graham Wallas, p. 122. 

®° Population for Feb., 1934; also Twenty-five Years of Health Progress, Chap. III. 

10 Recalling the classic speech by one Thornhill in the British House of Commons in 1753 when a 
Census was proposed over the head of King David's experience: “I did not believe that there was any 
set of men or indeed any individual of the human species so presumptuous or so abandoned as to make 
the proposal which we have just heard.” Dictionary of Political Economy, art. Census. 

11 Principles of Medical Statistics, by A. Bradford Hill. 

12 Physical indices and clinical assessments of the nutrition of school children, by R. H. Jones, Jour. 
Roy. Stat. Soc., Vol. CI, Part 1. 
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move forward” the slogan. Quantitative goes hand in hand with qual- 
itative even in accounting for cognition."* “The problem of judgment” 
(the harmony of reason and emotion), says Graham Wallas, “is quan- 
titative.” The intelligence test (G, with growing additions) bogged 
down till statistics replaced diagnostic (incidentally making hard go- 
ing for the felicifie calculus?) Galton’s correlational coefficients theo- 
rem has expanded into the multiple factor analysis of temperamental 
and character traits, for better “captaincy of the soul.” (Psycho- 
analysis might have made a man of James.) And finally there are the 
para-psychologists. We have all been playing Professor Rhine’s new 
card game—the extra-sensory perception (telepathy, clairvoyance) 
game.'5 It appears that Professor Coover, endowed to assess Psychical 
Research and assessing it nil, slipped up in his statistics. The Duke 
experiments took off by creating the phenomena, thence statistically. 
Sad to say they grow less exciting. But will this new sheep ever win to 
the psychological fold? Did the Woman of Endor really raise Samuel? 
or have she and Saul and later compeers of the Poltergeist been merely 
raising Cain? Statistics is having a lot to say about it—from the stage, 
not the coulisses. 

Background—This Statistical Universe—And, hark, what. strain is 
this from the circeumambient ether, wherein, as Eddington whispers, 
“something unknown is doing we don’t know what!” The second law 
of thermodynamics is just sampling and averaging; we can visualize its 
contradiction, as by Maxwell’s demon. Thus entropy, the alpha and 
omega, whereby the cosmos will surely one day reach thermodynamical 
equilibrium, and the present once and for all catch up with the future, 
and the forecaster cease from troubling (in a Nirvana of commingled 
history and geography)'”—entropy is just “proportional to the loga- 
rithm of the probability of the universe.”'* That may not matter for 
those of us who have things to do first (we have a thousand billion 
years to go), and in the space-time continuum 


13 Psychology down the Ages, by C. Spearman, Part E, wherein certain mental unities are derived by 
a statistical technique from (a) three knowledge-originating principles of a qualitative kind, stated as 
tendential, and (b) five quantitative principles, which determine their occurrence and amount. Contrast 
Joad’s “psychology only becomes scientific at the cost of turning into physiology . . . Psycho-analysis 
substitutes the stirring of the bowels for the process of reason.” (Return to Philosophy.) 

14 As a measure of the importance of the statistical use of applied psychology, Cattell finds that 
“the birtbrate is inversely related to the intelligence level, throughout the whole of intelligence.” If mat- 
ters continue as at present “in 300 years half the population (of England) will be mentally defective.” 
(The Fight for our National Intelligence.) In Sweden, however, the outlook is less alarming (Studies of 
Differential Fertility in Sweden, by Edin and Hutchinson). 

18 New Frontiers of the Mind, by J. B. Rhine. 

16 The Nature of the Physical World, by Sir Arthur Eddington, Chap. XIV. 

17 In the meantime, however, the future here is as “existent” as the past, though there is no “now” 
in space. 

18 “A definition which no statesman would be unwilling to admit to lie completely outside his pur- 
view.” An Introduction to the Theory of Statistics, by G. Udny Yule. 
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Since there’s no help, come, let us kiss and part 


will tell the hysterica passio of lovers for that long, but statistics sets 
the ineluctable end. And, again, since Heisenberg, there is no cast-iron 
determinism in physics (there never was, says Dingle) only statistical 
laws; the electron is just “a smear of probability”—a holistic Arminian 
as it were; and the quantum physicists’ art is the art of the bookmaker. 
We cannot define and confine the human unit? Well, neither can the 
physicist the electron, which is both velocity and position—a series of 
discrete happenings (teleologically or causally inspired let them fight 
it out) impossible even to imagine connectedly. Matter is but a mathe- 
matic of events: where numbers are large chance is the warranty. 
Physics and biology are not “simpler” than sociology, they are only 
“bigger,” i.e., have larger aggregates to work on. Thus speaketh a new 
Zarathustra.!® 





III 
Aristotle and Galileo in Practical Politics 


And now, Mr. Chairman, I approach the Social Sciences, where, if 
this were an epic, I should make ad hoc invocation of the Muse (Urania 
in our case as in Milton’s) “to the hight of this great argument,” while 
it pursues not only la statistique but les statistiques, a Brahma indeed. 

Statistics are primarily for “executive” use, to do things with—which 
weds us at a word to “applied science.” But frankly I was also brought 
up Consule Planco to think that statistics were parade-ground for 
theory, that statistics and theory were like Huz and Buz of whom 
Genesis (xxii, 21) makes the cheery remark that Huz was the brother 
of Buz, and leaves it at that. But notoriously no poor relation expects 
to be made much of. And greatly though we be risen in the world to- 
day, let us still beware of nowveau riche pretentions. But let me bandy 
words for just one moment, at safe distance—James had “a genius for 
raising dangerous questions and settling none.” 

Professor Hayek comes close to the cut direct. Man, to Professor 
Hayek, hangs midway between nature and society, the effect of one, 
the cause of the other. In nature the essential facts can only be sur- 
mised, but in society they are part of the stuff of our thinking, “known 
beyond the possibility of dispute.” In the Natural Sciences, therefore, 
the empirical lies in the elements, whereas in the social sciences it is in 
the inductive process. Statistics cannot verify; they can, however, pose 
new problems. Naturally, in the Hayek epistemology (not to say 
solipsism) statistical technique sings low. Even so might Walter Lipp- 


19 But see On Understanding Physics by W. H. Watson, particularly Chap. III; also Schrodinger’s 
Science and the Human Temperament. 
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mann, nonplussed as to what he would like for breakfast, reflect how 
many million times harder it would be to order breakfast for the United 
States.?° 

And Lionel Robbins has a fling at quantitative economics for never 
having discovered a law (Bonar advises “law” in quotation marks). 
But if it was economic legalisms that ruined Spain, lost the thirteen 
colonies, retarded factory legislation and set up a wages fund, (re- 
sembling Providence at least in being consistently on the side of the 
big battalions) Robbins himself would call it a day with us when fact 
leads on to larger fact, as for example when Kuznets on capital for- 
mation improves on previous analysis.” So Cassel in the midst of his 
Quantitative Thinking, when he falls upon Professor Douglas’s demon- 
stration of the classic method of (1) the hypothesis; (2) the equation; 
(3) the verification by statistics (unfortunately Douglas failed to verify 
the famous three per cent); would still agree with the much-quoted 
“mathematics is a subject where we do not know what we are talking 
about or whether what we are saying is true.” of Bertrand Russell.” 
Of course statistics is accustomed to gloatings over her frailties; some 
even transfer their own “illusions” to her, as if the moon were to blame 
when Burns saw too many horns.” 

Now Burns poses the problem. Surely our bane is that the things 
“known beyond the possibility of dispute” have a way of turning out 
not so. Looking at the moon, Burns counted. He counted wrong, as a 
statistician in Burns’s condition will, but his method was right. It 
may be only a trick of the brain that the one thing it can grasp com- 
fortably is quantity, that until we measure a phenomenon we do not 


20 Collectivist Economic Planning, by F. A. von Hayek; Economics and Knowledge in Economica for 
February, 1937; Is the Trade Cycle a Myth? by E. C. Snow in Jour. Roy. Stat. Soc., 1938. Lippmann's 
The Good Society consistently understates quantitative possibilities. H. J. Fleur thinks Society is the 
Creator of man, not vice versa! (Huxley Memorial Lecture, 1937). 

21 Nature and Significance of Economic Science, by Lionel Robbins; Philosophy and Political Econ- 
omy, by James Bonar; Social Judgment, by Graham Wallas, pp. 120-127; National Income and Capital 
Formation, 1919-1935, by Simon Kuznets, 1937. 

22 Mysticism and Logic, by Bertrand Russell; Professor Cassel on the Statistical Determination of 
Marginal Productivity, by Paul H. Douglas, in the Canadian Journal of Economics and Political Science 
for February, 1938. Theories, says W. H. Watson (On Understanding Physics), “must in the first place 
do what a crude map does for a surveyor . . . the equation is the perfectly clear as opposed to the mud- 
dled statement . . . but a clear statement may still be incorrect.” The year’s monumental essay in 
verification is the lamented Schultz’s Theory and Measurement of Demand. 

23 Professor Knight, e.g., is seandalized at discrepancies of 40 per cent in cotton estimates, but not 
at theories which are diametrically or 100 per cent opposed to each other. (In The Trend of Economics.) 
The particular Burns incident is in Death and Doctor Hornbrook: 

“The rising moon began to glow'r 
The distant Cunnock hills out-owre: 
To count her horns, wi’ a’ my pow’r, 

I set mysel; 
But whether she had three or four, 
I cou'd na tell.” 
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know it, but it is the trick that has given us Science, or the mathemati- 
val description of things, based of course on the faith that things yield 
to such description. Yet for thousands of years “‘men thought it foolish 
to use their eyes on what their minds told them so clearly,” and Aris- 
totle (in the old story) promulgated that heavy objects fall faster than 
light, till Galileo dropped a mixed lot off the Pisa tower—and they went 
down aequo pede.** The matter, however, is different when Burns (even 
a sober Burns) is looking not at the moon (perceptually) but at his 
fellow men and himself (conceptually)—for a new subjective emerges, 
and the social sciences are enmeshed. Well, but society is not an in- 
dividual but millions of individuals, and millions do “stay put.” Analogy 
may mean much or nothing, as Mill says, and it may be little practical 
that the sciences are steadily converging upon one another and tauto- 
logically upon the flower in the crannied wall, but the new physics is 
more than titillating. The physicists seem, if from another planet one 
may say it, like M. Jourdain when he discovered that he had been 
talking prose all his life: they have discovered that the physical uni- 
verse is not “hard” but “fuzzy”—like the social universe.** But if this 
gives a new status to probability, it must not and does not abate the 
extreme of deterministic care over the observed foundations. In the 
war that comes down every wind between the “Aristotelians” (mis- 
nomer rather hard on Aristotle) and the “Galileans” over the “cos- 
molatries” of Milne, Eddington and the rest (an aftermath of relativ- 
ity), the Aristotelians would shift from prose to poetry, from physics 
to metaphysics, where we may all land at last if we are interested in 
what things are rather than in what things do. (Back to Hume, who 
abolished causation! back to Berkeley, who abolished matter!) But 
statistics has the best of both these worlds, its detail (les statistiques) the 

% Aristotle similarly said that air had no weight, and man went seventeen centuries without the 
common pump. Aristotle made few observations himself, and had a very limited range of facts from 
which to generalize. “His was a philosophical age. But he clearly understood the objectives of scientific 
method and research. His followers listen to him saying ‘Let us first understand the facts and then we 
may seek their causes.’ Again, ‘We must not accept a general principle from logic only, but must prove 
its application to each fact, for it is in facts what we must seek general principles, and these must always 


accord with the facts’.” R. E. Chaddock in Am. Stat. Jour. for June, 1930. The elimination of the ob- 
server is only technique. 

% “In the live branches of physics formal logic is not called for; what is needed in a very different 
kind of thinking, a review of a system of interrelated facts and a perception of conjectured analogies.” 
Logic and Probability in Physics, Presidential Address by Professor C. G. Darwin, Section A, B.A.A.S., 
1938. 
26 Milne “by metaphysics out of mathematics” can breed universes at will, whilst Eddington is 
equally fertile with our own. Over against, Dingle cares no more for Milne’s universes than for Alice’s; 
Jeans’s mysterious universe, says Dingle, isn’t mysterious: Jeans and Eddington but emotionalize 
the new mathematics from a tool and fifth sense into a science self-contained. Eddington, however, can 
derive N, which now replaces infinity as the number of particles in the universe, by sheer knowledge 
of relativistic quantum analysis: by looking at the articles in a house, says Eddington, we reach the 
generalization that none cost more than sixpence, but we can reach it equally well by knowing that 
they were bought at Woolworth’s. (Nature for May 8 and July 12, 1937, for the apotheosis of the 
Dingle-Eddington controversy.) The Aristotelians are attracting endowments, which is bitter. 
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very stuff of Empiric, its mass (la statistique) the dread kismet of Law. 
Of course the nearest analogue to economics in Science, since Marshall 
will have it so, is biology. Marshall rather fobbed off Mendel, and one 
wonders what he would say of Needham’s statistical biology and the 
continuity of inorganic, biological and social order.” There has always 
been overlapping too in the old opposition of experiment and observa- 
tion as method. Astronomy and meteorology among the natural sci- 
ences do without experiment: we can predict eclipses, but weather not 
so well, so we call Nikias a fool, but still pray for rain. But how danger- 
ous to say any longer that the social sciences cannot experiment: not 
only that but the experimentee can talk back while the experiment is 
on—what no cell or atom can do. In the threnody of C. F. Roos for 
the N.R.A., the loudest note is over the current statistical controls that 
might have been.?® 

To return to qualitative personalities: “Cloistered,” “physiology not 
pathology,” “too easy” as a brain exerciser, “unromantic,” are words 
in Pigou’s “apologia” for economics (Pantaleone’s “an idle science 
though a true one”—almost James Mill’s “contemplative pleasure” ).?° 
Yet, though he would not “trespass” on ends, (“what drugs will do, 
not what drugs to take”), he believes there should be “economic prac- 
titioners,” to tackle “immediate practical problems.”*® Keynes thinks 
economists should go on Government committees. So say all of us, if 
they will bear yet another Pigou injunction in mind: “to clothe the dry 
bones of theory with appropriate statistics” (there being an appro- 
priate boneyard no doubt when the clothes will not go on). And I 
make bold to believe that a poll of “economic practitioners” will find 
four out of five practicing just this device—statistics. On this I make the 
observation that ordinary training in economics is not training for re- 
search: it sounds incredible, but there are exhibits from time to time 
by economists, welcomed “with whoops” as Mr. Mencken would say 
by others, which are just bad statistical work—at least I know it may 
be so in Denmark. Bien entendu economists should not be adding to Mr. 
Cohen’s star-ypointing pyramid; Einstein may never touch an instru- 
ment, but he does not take on laboratory jobs.” 


27 “The biology of tomorrow will be statistical . .. . One solitary isolated phenomenon is of no 
more interest to the biologist than the man in the moon . . . it is not until we begin to deal with whole 
populations of facts that regularities begin to appear.” (J. H. Needham in Science Today and Tomorrow.) 
And again: “Living things differ from dead things in degree and not in kind, and are as it were eztra- 
polations from the inorganic.” (The Sceptical Biologist.) Cf. also Science and Common Sense by J. Lang- 
gon-Davies, Chap. VII. Most daring as analogy is Reiser’s suggestion from relativistic kinematics that 
the structure of thought may be inferred from the structure of light, based on the Morley-Michelson 
speed of light as an absolute. 

28 Economics in Practice, by A. Pigou. 

29 N. R. A. Economic Planning, by C. F. Roos. 

8° Though “problems” suggest pathology: doctors are for indigestion, not just digestion. 

31 The Misuse of Statistics, by J. B. Cohen (Am. Stat. Jour., Dec. 1938). 
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I fear my distinguished colleagues of the platform like Queen Victoria 

“are not amused,” so I repeat that I speak only as a government sta- 
tistician behind the chair as it were of Dionysius, whom James by the 
way took for model but who is better known for giving Plato the sack, 
pour encourager les autres to this day.** Our job is to assist the largest of 
executives on specific, usually pressing, problems—of administration, 
of social policy—just the field in which Society is falling down, says 
Science. Of course we should like to be as Huz and Buz with theory, and 
impossible as it sounds in these days of specialization I believe most 
government statisticians could say of theory as Josiah Allen of Paradise 
Lost that if they have not read it all they have “hefted” it. Part of the 
reward (one has to say it) is the dazzling controversy, sometimes all 
along the line—foot, horse and artillery—as with Barbara Wootton 
last summer. But unless called to give evidence, the statistician can 
but murmur to this, either “how can Satan cast out Satan,” or con- 
temporaneously with Bertrand Russell “thought alone cannot establish 
any non-verbal fact.” If a law is general enough it cannot help being 
right, but of what use is it to governments who cannot summon help 
from ceteris paribus or wait upon the “long run,” for the ceteri are hu- 
man beings all with votes—it is majorities not modals that matter. By 
a categorical imperative government economics is empirical. All of 
which leads to the one point in this paper, adumbrated when I said that 
the scientists in springing to the help of the economists are not prac- 
tically minded. Notwithstanding the advances of the past decades, 
notwithstanding that we have certain materials to suffocation, the 
problem remains the how of things, as when Newton never made a 
theory till the facts required it (non hypotheses fingo). Pigou is right: 
economics is not so hard, if only we could know what we are talking 
about. I shall expand on the latter in a moment. But first may I exem- 
plify? I choose two subjects, unemployment and population, for their 
topicality, and I use Canadian statistics, not I hope another of the 
bores whose geese are swans, but simply as proffering chips from the 
workshop I know. 








































IV 

Empiricist at Large 
Unemployment.—To the orthodox, unemployment is “disequilibri- 
um.” It wouldn’t happen in a free market, except transitionally. When 
it does—reduce wages, restore production and thus take up the slack, 
quietistically. Relief is another rigidity. Per contra, Mr. Keynes tracks 
32 “This Dionysius, whom I tock for my pattern, the rather that he was a great linguist and 


grammarian and taught a school with good applause after his abdication (either he or his successor of 
the same name, it matters not whilk)”"—Nigel (James loguitur). 
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unemployment past cyclical maladjustment to its lair in unemployed 
resources, unwillingly unemployed because savings are not flowing 
into investment. For cure,—reduce the rate of interest, which is not 
the reward of abstinence but a premium on not-hoarding swayed by 
liquidity preference, savings being a by-product of the level of income. 
Orthodoxy invokes scarce means; Mr. Keynes would prime the pump, 
after the philosophy of Mr. Alfred Doolittle.** Pardon this unseemly 
brevity in so many-volumed a matter. 

No doubt more and better “barometrics” would help in this, dimin- 
ishing too that strain upon intuitive banking of which President Bur- 
gess spoke with pathos a year ago, that trouble in distinguishing cheap 
from easy money, new capital equipment from replacements—in gen- 
erally maintaining the “feel” of things.** What finally is this cycle, 
not always of contrasting but often of similar interrelations of factors 
on the way up and on the way down; whose path is more the strayed 
reveller’s than the pendulum’s;* which shows signs of stepping out of 
the picture altogether—Stamp indeed says it will vanish once we define 
it, ike a “complex,” or one of Stuart Chase’s “referents.” The League 
of Nations is promising a world look-out, statistical one hopes, and 
has already got from Professor Haberler a synthetic framework of 
theory. But to-night I approach from the other end, that of the 
unemployed themselves, who though ignorant of seismology know how 
the earthquake hit them. I invoke, as before said, the Canadian scene.*” 
We overturned a government in Canada in 1930 and held a special 


33 Keynes makes the assumption that the more income people receive, the larger proportion they 
save, whereas the classical economists assume that savings will be much less flexible, as human wants 
are unlimited. Both of these statements, of opposite bearing on policy, are without verification, though 
a family budget study over the gamut of incomes would clarify the point. Miss Gilboy (Quar. Jour. Ec., 
Nov., 1938) seems to say that for large classes of the population, Keynes's postulates are not so. 

*% “Business forecasting,” it has been said, “must be by observation not by theory, and in observa- 
tion we must not be hypnotized by our tools, but must get the feel of the phenomena themselves. The 
business trend is full of all sorts of whirls and eddies that change as the stream strikes new channels, 
often working in diverse directions.” 

% Economic Theory and Unemployment, by Frank D. Graham in Economic Essays in Honour of 
Gustav Cassel, 1933. In the same volume Carl Snyder's Measurement vs. Theory in Economics, and his 
Business Cycles and Business Measurements, 1927. The mocker is abroad as ever, as for example Critic 
in the New Statesman, June 18, 1938: 

“News from the economic front. According to one school of thought we are now experiencing a ma- 

jor intermediate recession in a major cyclical recovery, but this view is opposed by those who argue 

that it is a minor intermediate recession in a major cyclical recovery. More pessimistic are the 
people who dispute whether it is a major or a minor intermediate recession in a minor cyclical re- 
covery, and these who plump for a minor intermediate recession in a minor cyclical depression are 
outbid by whose who insist that it is a major intermediate recession in a minor cyclical depression. 

The realists ask us to face the fact that it is a minor intermediate recession in a major cyclical de- 

pression and the Cassandras go all out for a major intermediste recession in a major cyclical de- 

pression. The truth can probably be summed up in Calvin Coolidge’s dictum that when a large 
number of people are out of work a state of unemployment can be said to exist.” 

% Prosperity and Depression, by G. von Haberler (League of Nations). Of course, it does not 
satisfy all economists: e.g., R. F. Kahn, in The Economic Journal for Dec. 1937. 

47 Seventh Census of Canada, Vol. VII; also Census Monograph on Unemployment. 
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session of our Parliament; enacted then and thereafter a long series of 
relief measures; turned out another government; and finally set up an 
Employment Commission; in all of which Unemployment was Public 
Enemy No. 1. 

It still surprises some that in our 1931 Census we found nearly as 
much wage-earning employment in Canada, per capiia of population, 
as in 1921 when we had no such disturbance. There was vastly more 
unemployment among persons working for wages, but why? Because 
there were proportionally more wage-earners. Because in the interval, 
while population increased only 18 per cent, and the total gainfully 
occupied only 20 per cent, the number of wage-earners increased 30 
per cent. Under “prosperity” the wage-earners curve had siphoned a 
great “hump” out of the curve of workers-on-own-account. When the 
boom broke this was projected as unemployment: the boom-made jobs 
were gone, the individual had cut the painter with his old status.** 

A second element can be isolated quite handily: Industry as it be- 
comes mechanized, rationalized, integrated, centralized, increasingly 
constricts its labour supply; the rejects tend to become casual. This 
is secular, not cyclical, i.e., it is not a durable vs. consumption goods 
phenomenon. 

Moreover, unemployment is not a matter of all or the majority of 
workers being sometimes employed and sometimes idle, but of a dif- 
ferentiation (which is hardening) into two classes, the one seldom em- 
ployed, the other seldom unemployed.** The unemployed thus appear, 
first a sort of human scaffolding cast aside when the building stage of 
enterprise is over; secondly, a series of discards made as operating 
requirements are worked out. 

Some 1931 and 1936 figures are interesting. In 1936 certain industries 
showed an increase in numbers at work, whilst others showed a de- 
crease, the increases aggregating 31,000, the decreases 24,000. You 
would expect less unemployment in the first category, but there was 
not, the reason being that, though the number at work increased, the 
total number of wage-earners increased pari passu. Meanwhile the 
industries that had 24,000 fewer jobs had actually fewer unemployed, 
because 30,000 workers got out of them, and this was not to any great 
extent a transfer to the increasing industries.*° How important is the 

38 The Canadian Census, it will be noted, breaks up the total “gainfully occupied” population into 
(a) “wage-earners,” and (b) “workers on own account.” 

39 The differentiation varies with industry; it is much greater in an industry in which a small 
proportion lose time than in one in which a high proportion report some loss of time—the degree of 
difference appears to be a function of time lost, a fact of direct bearing on relief policy. 

4° The 1936 Census from which these figures are taken covered only the three Prairie Provinces. 
The complete figures are as follows: While the total number of “gainfully occupied” increased from 
895,786 in 1931 to 915,436 in 1936, or by 19,650, the number of “workers on own account” increased 


by 32,891, so that the number of “wage-earners” decreased by 13,241. Meanwhile the number of un- 
employed wage-earners decreased by 18,739. 
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distribution factor is seen of course if we project the 1921-31 trend: it 
would require, by 1941, an increase of 26 per cent in volume to main- 
tain even the 1931 proportion of continuously employed, yet at that 
the number losing time would be swelled by 50 per cent. 

What of wages and earnings? It is the low-wage class that shows 
heaviest unemployment. Indeed, it would seem that the higher the 
wages the steadier the employment. Less than a half of our wage- 
earners receive perhaps 80 per cent of the wages bill; had all our unem- 
ployed worked full time in 1931 it would have added less than 15 per 
cent to that bill. Could they have been put to work by wage-reductions 
in the higher brackets? Well, if we cut the wages of, say, statisticians, 
(which Heaven forfend), we might theoretically hire more and increase 
output, but we could not hire from amongst the unemployed because 
there are no unemployed statisticians in Canada, and no statisticians 
employed at other than statistical jobs. Alas, there are too few alto- 
gether. 

Race and sex have little bearing. There is unemployment amongst 
the races attracted by the boom conditions, but that is not “race.” 
Female workers fare as badly as the males ceteris paribus, except as 
regards long-time unemployment: as a class they are in occupations 
less exposed to unemployment. As to age, the old and the young are 
not more apt to lose their jobs, as is commonly said, but it is harder 
for them to obtain new ones.“ Seasonality is not the bugbear it is some- 
times painted. 

I review these facts because it has been said that “quantities of 
employment can be made strictly homogeneous” (Keynes fabricates a 
“labour unit” playmate to the “economic man”); and again that high 
prices of raw materials counteract high industrial wages as labour 
magnets during a boom. Distance no doubt lends homogeneity to the 
view, but those who must provide relief, preserve occupational skill 
and maintain morale in a country, cannot use the big end of the tele- 
scope. There is all the difference in the world between the entire work- 
ing force losing a couple of weeks a year, and 5 per cent of it losing 
the whole year. Yet in many an apercu this disappears, as from an 
airplane disappear those earth-wrinkles so distressful to road builders, 
excellently as earth-sphericity is revealed. Suggested remedies are also 
general: the well-being of the body, it is presumed, is the well-being 
of the cell. But if low interest does not distribute as well as create de- 
mand for a unit of labour per unit of production, it will not eradicate 


41 4 propos, Beveridge commenting on the common view that men become too old at 55 or 60 years 
to be retained in employment, points out that old union records run directly counter to this view. “In 
them at least men seem able to work on to a later age than they could a generation ago.” Commenting, 
however, on the special Report on Unemployment by the U.K. Ministry of Labour in 1927, he arrives at 
the same conclusion as above. 
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unemployment.” “How unsuitable” says Beveridge, summing up a 
masterly analysis of the British insurance figures, “is unemployment 
for abstract theorizing in general terms. ...The beginning of an 
understanding of the unemployment problem is to break it up,” and 
he goes on to suggest improved organization of the labour market.® 
Now figures like these are not the whole story, and it is their propor- 
tional effect which counts.“ But neither can advice be “lifted” out of 
macroscopic cycle theory—dosing the patient without looking at him. 
So we may repeat our Canadian Census of Unemployment in 1941, (if 
we could extend it to capital and income a real critique could be 
written), unless of course the world equilibrates its equilibrium in the 
meantime; at present, equilibration is proceeding via measures to ex- 
terminate the species.“ 

Housing.—A footnote on housing, the supply of which is more re- 
sponsive to variations in income than in building costs, as the trade 
cycle knows. Less known is it that the rate of increase of number of 
rooms per person at progressive earnings levels tends to be highest in 
the middle earnings groups, while the ratio of rent to earnings actually 
increases for a brief interval in the lower groups. In other words, a 
simple statement of Engel’s law requires qualification as a description 
of housing expenditure. Such at any rate emerges from certain Cana- 
dian Census analyses, which are also suggestive of how the equating 
of crowding and the evaluation of the low rent problem may be ap- 
proached. They make two points abundantly clear: First, sampling 
surveys, of which we have so many nowadays, are intelligible and safe 
for generalization only if based upon census “controls” made possible 
by cross-classification of earnings, rent, size of household, number of 
rooms per household, etc.; secondly, there is a basic relationship be- 
tween income and the adequacy of housing. Yet the League of Nations 
is sponsoring a World Housing Census which leaves income out of the 
picture—are sociologists interested? 

‘2 Incidentally it is not to be assumed that spreading jobs on the part-time principle does nothing 
to increase aggregate purchasing power and thus up-turn the cycle; it probably does.—Short Period 
variation in the distribution of incomes, by Hans Staehle, in the Review of Economic Statistics for August 
1987 and August 1938. 

«3 Economica, November, 1936, and May, 1937.—also his Unemployment a Problem of Industry. 
The Archbishop of York’s Committee points the same moral. (Men without Work: a Report made to 
the Pilgrim Trust.) Certain of Beveridge’s a priori statements require qualification for Canada, e.g., 
an increased demand for labour wil] not produce insufficiency of supply and a rise in wages as readily 
as in Great Britain, owing to our larger reserve of potential wage-earners. 

“ The law of gravitation is not that bodies attract each other, but that the attraction is propor- 
tional to the product of their mass divided by the square of their distance. But the distribution factor 
in employment has been overlooked and is certainly of first importance. 
4s Expenditures of 60 nations on armaments, have increased from $3.8 billions in 1932 to $17.6 


billions in 1938. 
“6 Of dwellings by class, tenure, and number of rooms, collected on the Population schedule. 
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Population.—In this widest field of all, recent theory is modest,‘ 
but “standard authorities” should not preach birth control in 1930 
and proliferation in 1937, however Canute-like either time,—it is dis- 
concerting. I could wish we might likewise catch up on that continental 
myth, immigration. Now, population is very practical politics: a 
country definitely must know what is, and whither tends, its popula- 
tion. This includes, (1) all about each population attribute in itself, 
and (2) the interplay of attributes upon the composite. Especially must 
Canadians give themselves to think in these channels, for we are but 
11 millions on half a continent, much counsel do we suffer on it. The 
counsel would be bearable if it appreciated Canada’s growth process— 
which is, that we have increased by four times since 1850, but so has 
the area populated (“area” means space that can be occupied under 
current incomes and standards of living). It is the relation of area to 
population nucleus that is important. Our original settlement pro- 
ceeded from points of distinct saturation, for troughs not levels were 
left in the rear: 87 inner counties in Canada out of 219 have smaller 
populations today than thirty, forty, or fifty years ago, or we would 
have a million more people. On top of land settlement, a second (city) 
growth-impulse has worked itself out, likewise a spreading. We are 
told ex cathedra that populations do not act in this way, but ours does. 
How many of such processes are written into our fate we do not know 
and no “projection” will tell us, though a new cycle is looming. Over- 
speed has been the prevailing mistake. An interesting fact is, that 
though no simple curve fits our growth alone, a logistic does fit a 
compound of growth and area. The Drosophila melanogaster bottle was 
closed: the Canadian bottle is an expanding one.* 

A by-product is our extraordinary situation vis-d-vis our very con- 
venient neighbour. We have but 350,000 American-born in Canada, 
but 1,250,000 or about 14 per cent of all living Canadian-born are in 
the United States; extend this to persons of Canadian stock, and a 
third of us are in the Republic, mostly in clusters just over the border, 
but we do not call them Sudetens. In the ’eighties, for every thousand 
added to the native-born in Canada, we donated 726 to you: even in 


47 Cf. Robbin's “melancholy reflection” in London Essays in Economics. “To-day we are as ignorant 
of the causes which govern the birth rate as we were ignorant a century ago of the causes which govern 
the death rate”—J. B. S. Haldane in Human Affairs. 

48 As items: The Maritime Provinces of Canada are in contrast with many other sections of the 
continent: no new natural resources have been developed, no territory has been added, nor have they 
experienced much stimulus of industrialization. For Nova Scotia the trend of population from the 
earliest times until the present forms a logistic, with a slowing up above the point of inflection concur- 
rently with movements into Western Canada and the United States. These episodes over, the curve is 
returning to form, pending a new cycle. From Jacob to the Census of Moses, and from the earliest 
settlement of the French until the present is about the same time lapse: the growth of the two popula- 
tions is the same. 
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the 1920’s we donated 228 per 1,000. Most comment on this is cant. 
In this last decade, Canada’s total population increased by 1,589,000, 
but as excess of births over deaths was 1,582,000, and as 335,000 
Canadian-born returned from the United States, we had 330,000 
Canadian-born alone in excess of our increase. Yet we received one 
and a half million immigrants. Fluidity like this explains why the 
“optimum” discussion is even more vapid to us than to others, and 
why a new chapter in the Malthusian controversy is just a sweepstake 
without a ticket. Omnibus interpretation by all means. But what 
omnibus? We mustn’t take the wrong one. 

Nothing could be more encouraging than the U.S. Report on Popula- 
tion of the National Resources Committee, which surely sets a new 
mark.*® In Canada also we “know our way around,” though Sweden 
and the Netherlands beat the world in up-to-the-minute bookkeeping. 
In this new atmosphere I should like to see the various Census Offices 
borrow a leaf from the astronomers, and work cooperatively. There 
should be a minimum list of Census rubrics, and agreement as to cross- 
classifications. Over and above domestic uses, the fields which need 
intensive treatment could be parcelled out, and we could help each 
other with special data.°° (We have produced a Census machine in 
Canada that has multiplied such analyses to finality at half the old 
cost: the United States was the first to develop a Census tabulator, 
but we have the last and best so far! It sorts and in the same run takes 
off everything on the card, adding up incomes, time series, etc.!) Only 
in some such way will we conjoin with biology, sociology, human ecol- 
ogy, in a real science of population, when “robust common sense” like 
Dr. Johnson’s on the birth rate will pass out,*' together with some 
latter-day pontification its lineal descendant. As just said, the astron- 
omers’ Nautical Almanac (not altogether nautical) is a demonstration 
visible even to the naked eye of the layman. Moreover, the J.J.S. 
has paved the way, and the Population Union offers a forum. One 
would not add to “the things of Mary” amid the din and dither of the 
have’s and the have-not’s still murdering the Gracchi and prophesying 
war. But I would think a world census understanding as hopeful a la 
Martha as, say Senor de Madariaga’s World Bank or World Mandates 
scheme. It is true that Senor de Madariaga describes himself as “born 
in Spain, but a citizen of the world.” 


49 Supplemented by Needed Population Research, prepared by P. K. Whelpton under the auspices 
of the Population Association of America. 

5° Of course, there must be more censuses, and some quaint methods of the past must disappear 
(see Kucsynski’s Colonial Population); and of course vital and migration statistics must keep pace. 
51 Udny Yule calls it nonsense, but not Harold Wright (Population, p. 102). 
52 The International Union of Geodesy and Geophysics (35 adhering nations) supplies another. 
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V 


New Atlantis 


But I am overshooting—I come back to the substantive part. The 
job of defining what applied science has done to society is statistical, 
and the defining will tell a lot of what to do about it. And the first step 
towards setting statistics to work in the grand manner thus is their 
organization in what Knibbs once called an “articulated conspectus” 
of the national life and affairs. In brief, the statistics of governmental 
activities, with those created for information, should be subsumed in 
a general plan, horizontally as well as vertically organized, looking to 
complete and systematic exploitation of the overhead. The purpose is 
simply to see the structure whole and as a unison, so that when an 
essential is missing we shall know continuously, (a) that it 7s missing; 
(b) why it is missing; and (c) just how and where to make it good. 
A first-rate example is the need we are just discussing; but if we have 
a coordinated scheme of production and trade statistics in their social 
and economic setting, with the interested government agencies tied 
into it, any special point of view like this can be elaborated or super- 
imposed at a fraction of the cost and labour otherwise. I believe the * 
(1) the Committee set up by the International Council of Scientific 
Unions, which has the “Science and Society” matter in hand; (2) the 
League of Nations Committee on Intellectual Cooperation, which also 
has the identical matter in hand; and (3) the new section of the 
British Association, which also is to tackle the problem de novo and to 
link up with some similar body here (a World Brain Trust it is already 
beginning to be maliciously called); would do well, on the principle of 
first things first, to give attention, not to the creation of new agencies 
for more materials—not to the ad hoc creation of new materials—but 
to this basal matter of organizing the agencies and recreating the 
materials we already have, just as the multitudinous and orderly en- 
rolment of stars has been the arduous prelude to astronomy. They 
must come for this, I fear, like everyone else nowadays, to govern- 
ments, for governments alone have the two things needful, the powers 
and the money. To multiply statistics into universes with the needful 
cross-classifications; to ensure homogeneity so that they shall be 
usable from multiple points of view; to see that they relate to Govern- 
ment and life in as wide a way as the machinery permits, and to 
point where necessary to further economical machinery; only organi- 
zation as an end in itself can compass this. At the top, free and using 
such organization as working arm, let there evolve great Institutes 
for Inductive Social Research, to the substitution—with Aristotle’s 
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“inevitability of gradualness,” with Science’s “approaching truth by 
successive approximations”—of judgment for improvisation in our im- 
portant affairs. Under those portals let no idola either of the tribe, 
the den or the market place enter (Hogben would say no Idol of 
Logic, of Purity or of Caution). Statistics is first of all les statistiques: 
nature is not so kind as in the natural sciences—we have to make our 
matter. In this connection one grows tired of hearing of “amorphous 
masses of purposeless knowledge.” Purposeless for what? Most of 
God’s factual chilluns got wings. 

There was a day when I thought the economists would take this in 
hand, and some have Nobly: Mr. Keynes never ceases scolding, and 
Wesley Mitchell once went so far as to say that Government statisti- 
cians should have more pay. But mostly statistics are mentioned 
hopelessly, like something forgotten at the picnic, though Pigou as we 
saw likens economists to clothiers, and clearly clothiers should have 
an interest in the textile industry. And I regret to add that cantanker- 
ousness in statisticians is not unknown. A Zionist movement, even to a 
Palestine with no Arabs, has less allure sometimes than spoiling the 
Egyptians. But the diaspora is reassembling. Specialization in sta- 
tistics, as in medicine, is the opposite of decentralization: it is the 
water-tight compartment that is bureaucratic. Here James has a hint 
for us. His prime exploit was to round up the turbulent Scottish no- 
bility in fealty to the common law. Of this it is enough to remark (of 
course @ propos de bottes) that of his six immediate predecessors in the 
task two were murdered, two fell in battle, one died of chagrin, whilst 
James himself was more than once the mark of private war. James by 
the way whittled down his Divine Right of Kings from in abstracto to 
in concreto—in other words when faced with hard realities he backed 
down, as an apriorist always should do, for all he may have the better 
of the logic. 

As for research, the crown of the edifice, he would be insatiable who 
was not happy in American progress, reaching apex in the Social Sci- 
ence Research Council. In Ottawa you may stand upon a bridge and 
view the palace of the National Research Council, builded of enthusi- 
asm in the natural sciences. On the other hand is the Bureau of 
Statistics (it would bore statisticians to dwell in marble halls) crammed 
with the “makings” of social research of more than local import. Our 
model has been, shall we say Engel? that great organizer and empiri- 


53 James's son Charles lost his head and his grandson the throne over it (or so the Whigs have always 
made out, soft-pedalling bourgeois objection to taxes during an upswing of the trade cycle), but not 
James. It was Cromwell, Ruler (self-elected) of the Saints (self-styled), who called democracy “the 
Creed of all Bad men and Poor men.” 
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cist.** As for theoretic demands (experimenta luctifera as well as fructif- 
era) why not list those amenable to observation and the statistics 
they need, hoping that when these are cleared up the unamenable may 
by the mercy of Providence turn out mostly of no practical use—as 
they have done elsewhere in Science. On the direct job, one need fear 
neither Mill’s nor Edgeworth’s warning as to empiricism, for in such a 
milieu is created that atmosphere of “the artisan thinking about his 
job” which Salter says accounts for most practicalities: the most 
important parts of the steam engine were invented by labourers.™ 
And it is with the man on the job too that will burgeon that new 
technique (as with the biologists) which sets the pace for all the rest, 
still only mewing its youth. One may walk warily (per ignes suppositos 
cineri doloso) over inverse probability vs. maximum likelihood, but 
yet wish well of R. A. Fisher’s simple “making sense of figures,” the 
reduction of the multitudinous so that it can enter the mind, the open 
mind.* Our “method” has certainly not lacked breadth in these late 
marvellous years, but has it realized conceptual depth? Neyman is de- 
manding a “grammar” of statistics.5” 

The National Economic Council Movement of the ’twenties has 
some lessons. About 30 were set up in as many countries. Some were 
for quasi-executive jobs, and these they may have done well enough. 
But where in the absence of statistical organization they have taken 
on research, they have petered out or gone on footling errands. The 
natural sciences can be better satisfied with guerilla warfare than the 
social. Sweden’s newly formed Konjunctur-Institut (to name the ab- 
sent) is promising. 

But how shall we “put across” such doctrine? It is trite to say, by 
education—but what else? Miss Walker has most adequately reviewed 
our University teaching of statistics.’ (I could wish statistical teaching 


5 The Dominion Bureau of Statistics, a brochure issued on the occasion of the Conference of British 
Commonwealth Statisticians, Ottawa, 1935. 

55 The Framework of an Ordered Society, by Sir Arthur Salter. Edgeworth considers that if the 
investigation of the conditions which determine value (the job par excellence of abstract economics) 
were abolished, “there would survive only the empirical school flourishing in the chaos congenial to 
their mentality.” But Hayek, who quotes this against planning, comments, “we are as far from capital- 
ism in its pure form as we are from any system of central planning. The world of today is just interven- 
tionist chaos.” 

56 “In deductive reasoning all knowledge obtainable is already latent in the postulates . . . the 
successive inferences growing less and less accurate as we proceed. In inductive reasoning we are per- 
forming part of the process by which new knowledge is created. The conclusions normally grow more 
and more accurate as more data are included. That errors in the knowledge postulated a priori will 
produce less and less effect on the conclusions drawn as the observations are made more and more 
abundant seems to be a reason not for thinking that the postulate is true but rather that it must be 
possible to draw valid conclusions without its aid”—-The Logic of Inductive Inference, by R. A. Fisher, 
Jour. Roy. Stat. Soc., XCVIII, Part 1, 1935. “It cannot be,” says Bacon, “that axioms established by 
argumentation can suffice for the discovery of new works.” 

57 Nature, August 6, 1938. 

58 Studies in the History of Statistical Method, by Helen M. Walker. 
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were less “ancillary”—that it had the “sweep” of our Association.) 
She did not include Canada: I grieve to say she would have found no 
chair of statistics, and that five of our twenty-two universities do not 
know the word in their curricula—it is either contrary to the Koran 
and impious, or agreeable to the Koran and superfluous. Hogben jeers 
at universities that are never “lying in” hospitals to new sciences, and 
indeed it is forty years since Pearson declared the logic of statistics as 
important to teach as the analysis of mathematics.5® Galileo proceeded 
by capturing the universities. We statisticians cannot make a “close 
corporation” of ourselves like the actuaries, though we could be “closer” 
than we are, and it would be useful to know broadly what is meant 
when a man calls himself a statistician. The future of statistical 
quality in no small measure depends on esprit de corps. 

Still it is public opinion that counts, and the school is more important 
than the college. Alexandrians like Eratosthenes and Apollonius knew 
that the earth was round, and how big it was, that the sun was 
90,000,000 miles away, and so on, but Epicurus who guessed the sun 
was two feet wide won out for 1,500 years.®® Progress is never faster 
than popular thinking. High-school in my day took us to binomial 
theorem, but statistics were like railway time tables. It is even so to- 
day; “from him that hath not shall be taken even that which he hath” 
is still a moral conundrum, not just a fact as Pascal showed the gam- 
blers of the seventeenth century (and so on to the life table and all that 
has come of it.). Statistics is “solid” with big business, but many a busi- 
ness failure results from naiveté over short and long chances." Statisti- 
cal thinking, says H. G. Wells, will one day be as necessary for efficient 
citizenship as the ability to read and to write. 

I believe I mentioned money, and that our Governments had it. 
They must have, for their united debt is over $40 billions. But the 
money part should be easy (and without James’s guile in money 
matters). Put it this way: Any business man having $1,000 to spend 
would gladly pay $8 or $10 for sound factual guidance.® Apply this to 
Governments and it would enlarge us by four or five times. We could 
pay over then “in our stride” the whole large sum which it is said an 
indigent world gave the natural sciences last year, and tune them in to 
social needs as during the War, not holding them up as Lord Stamp 
suggested—nay, cheering them on. Of course, it is comparatively easy 
for Science to raise funds, with the Marconis “selling” the Clark 
Maxwells. But on social benefits, the world is still like Huckleberry 


5* Life, Labours and Letters of Francis Galton, II, 418. 

60 World Machine, by Carl Snyder. 

61 The Statistical Control of Business Activities, by Professor P. H. Hensal in The Canadian Chartered 
Accountant, March, 1938. 

*? The Insurance Companies have a set rule in the matter. 
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Finn, who when he prayed for a fishing line and was told to ask only 
for spiritual gifts, just passed it up altogether. But even poets like 
Tom Harrison are taking up mass observation in Great Britain: they 
are going in for the “trivialities.”™ 

Reverting to popular education, may I proffer an “idea?” Hogben’s 
Mathematics for the Million as the title anticipated is a best seller. It 
relegates statistics to a final chapter. But statistics needs a whole book 
of the kind. Miss Walker is splendid, but I am thinking for non- 
statisticians. Moreover, the book should show how social needs have 
produced the new data and methods, as Westergaarde and Koren 
have partly done. Why should physics and mathematics have all the 
thrillers? Hogben writes “for fun” from sick beds and railway coaches. 
Statisticians are even busier than biologists, and even at such a price, 
Miss Walker seems “it,” brutal as it sounds. She will avoid some ebul- 
liencies. 

At this shall I “share” wholeheartedly and egoistically like the 
Oxford Group? You will recall that the New Atlantis was to have had 
a second “social” part. But Bacon was before statistics, and “the rest 
was not perfected.” In the first enthusiasm for this paper I tried to 
imagine that unbuilded House of Solomon,™ uniquely dedicate to 
means as much as ends: its Towers and Gardens; its Merchants of 
Light, Compilers, Interpreters and the others; at its head the Father of 
the House who, says Bacon, “had an aspect as if he pitied men.” I 
could not visualize it save in the four great rooms of the Magna 
Instauratio, statistics and research the third and fourth and most 
opulent,—equating, synthesising, catalysing this world of “becoming,” 
in terms of occurrences and frequencies. But on closer view some dif- 
ference developed in me between a mind to such an undertaking and 
the mind—so this goes over, shall I say for E. B. Wilson? I do not 
doubt (for we are not Spenglerians) that creative vision, a rubbing of 
the eyes to significances in recent scientific thought, with a schema 
not in shackles but still a schema, is what we need. There are no 
greater obstacles in the way of the social sciences—no more undis- 
covered techniques—than were in the natural sciences when “large 
brow’d Verulan” conceived the New Atlantis. 


VI 
Proliferation 


“Here then were an end, if ever anything had an end,” but let us 


have our Pisgah moment. 
Political Science: Our ploughshare is for Economics and Sociology 


® First Year's Work, 1937-88, by Mass Observation, edited by Charles Madge and Tom Harrison. 
* James was “Solomon” to his court—*save only in the matter of wives and concubines.” 
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first, but these will more consciously stem from Political Science in our 
new New Atlantis. Don Marquis was once a Census Clerk but he did 
not learn from the Census to make archy the cockroach say :® 


i never think at all when i write 
nobody can do two things at the same time 
and do them well, 


for a Census must think from forty angles. In any event the happy state 
(which will take the first perfect census, compiling it in a few weeks 
on the Canadian machine) is assuredly the free state, deriving from 
that muniment of freedom won in James’s reign—freedom of parlia- 
mentary debate. It was once a fear of Lord Bryce that democratic 
parliaments “obviously” could not gauge public opinion. But to-day 
statistics can gauge it while we wait, and at a thousandth the cost of 
an election.“ It emerges that public opinion on occasion wants incom- 
patibles (to the gross peril of vox populi vox det), and though “it is 
better to go wrong in freedom than right in chains” (T. H. Huxley), 
the price of going wrong is going up—we bomb civilians now. This 
Freedom has never been perdurable: Greece had it and debauched it; 
Rome had it and crushed it; kept alive by the primitive Church it 
committed suicide in the French Revolution. Science, which has 
brought government into every walk in life, has undoubtedly increased 
autoritarianism, and we have returned to the age of heroes—familiar, 
bellicose somnambulists who are not asleep one bit. Two remedies 
have been suggested, each showing our bent statistics-ward. Now that 
the universe is finite, whether of the Einstein or de Sitter pattern, 
Bertrand Russell wants a Census of it, for then “venturous and enquir- 
ing intellects” will turn to other fields, (as previously from geometry 
to physics) “altering the whole structure of human life,” since our 
present acquisitive society is only the reflection of our interest in 
physical laws.®*’ The alternative is closer to earth and humdrum: that 
the free state try and become expert, of which the first task is to dis- 
tinguish good discipline from bad regulationism, by methods on which 
in the purely political part an ex-president of our Asscciation has 
written a good book.** The hero’s attitude to statistics is significant. 
Napoleon, whose liberalism never interfered with dynastic business 
merely banned them publication. But the moderns have multiplied 


6 Archy and mehitabel. Archy could not reach the capitals on his typewriter. 

66 Government and the Sampling Referendum, by George Gallup (Am. Stat. Jour., Vol. 33). 

67 Our obsession by economic interest is, in R. H. Tawney’s excoriation (The Acquisitive Society), 
“as local and transitory as it is repulsive and disturbing . . . as pitiful as the obsession of the seventeenth 
century by religious quarrels.” 

68 Quantitative Methods in Politics, by Stuart Rice. Cf. also The Statistical Method in Economics 


and Political Science, by P. Sargant Florence. 
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them beyond all precedent—so much so, the London Economist hints, 
that they have even statistics for themselves and statistics for giving 
out—the “splendid lie” of Plato with a vengeance. In these complexities 
and perplexities a Russian statistician or two have been shot, so we 
have our martyrology, one hopes a hagiology. 

Ethics.—And still I have not mentioned the Good, the Beautiful, 
the True. Whitehead removes the aesthetic beyond science in the realm 
of Philosophy,*®® from whose door if we retire on tiptoe it is not with- 
out lingering looks, for Science and Psychology are jamming it, and 
Statistics is not Mr. Worldly Wiseman but Everyman. Of values, by 
their fruits ye shall know them (Matthew, vii, 20). In Ethics, for 
example, wherein theology, psychology and jurisprudence commingle, 
the new criteria of science are for our measurement:”° in fact we are 
already measuring prohibitions, whether of institutional law (crime), 
or of the legislator within the breast (sin). Of suecedent punishment 
(somewhat abated of late by the abolition of hell),” we still believe 
that knowledge of law and a desire to do right are the only expertise 
of a judge, and so blunder ignorantly between sentimentalism and 
obscurantism, but only until statistics rewrite criminology and penol- 
ogy. Law itself in the days of the Ecclesiastical Polity had its seat in 
the bosom of God, creating vagabonds with one edict and disposing of 
them neatly on the gallows with another. But like the Archbishop in 
Saint Joan we are less glib than we were with the name of God, (who 
banishes malaria on the fair condition that we liquidate the mosquito), 
and jurisprudence upgrows from practice and the “wilderness of single 
instances.” 7? 

From the jural concept emerges free-will that age-old dialectic. 
Quetelet’s “budget of the scaffold” exorcised it in vain, and the physi- 
cists argue anew the paradox of a predictable crowd and an unpre- 
dictable unit. Predictability is a matter of numbers. Democracy is the 


69 Science and the Mordern World, by A. W. Whitehead. 

70 “Hygiene has transformed resignation in face of epidemic disease from a religious virtue to a 
punishable offence. . . . Institutions based on short lives have almost wholly collapsed.” Daedalus. 

71 “We must accommodate our eschatology to a view of the Universe which leaves no room for a 
geographical] heaven and hell.” Scientific Ethics, by Dean Inge. 

72 As to international law, still wallowing in make-believe, ingeminating peace in terms of war, 
Sir Alfred Zimmern (International Affairs, Vol. XVII, No. 1) describes the League of Nations’ Japanese 
policy as a “double bluff,” first because the jus gentium based on the Christian ethic has disappeared 
among European nations, and secondly because Japan is not Christian. Or as Senor Ortega y Gasset 
puts it, “the League was a gigantic juridical machinery created for the administration of a non-existent 
law” (Nineteenth Century, July, 1938). Yet radio has brought the world within sound of a herald's 
voice—which was Aristotle's limit to the size of a state; we are not a plurality of nations but a world 
society; and in general as some one says it should be easier to love your neighbour when you do not 
have to see him and live with him. If war is psychologic as well as economic, statistics will let Norman 
Angell distinguish the two faces. “The people who do most completely what is in fact to their interest 
are those who, on moral grounds, do what they believe to be against their interest” (Icarus). Or as P. G. 
Wodehouse says, we must be kind, and not leave it all to the Boy Scouts. 
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best science: in its collective mind as well as physical body is the hope 
of a sane, orderly and progressive world. 

Beauty.—As to the beautiful, we are measuring the mechanics of 
its provocation and apperception, and Max Eastman is asking what 
literature will do a thousand years hence when trained investigators 
“with statistics and laboratory findings under their bulging arms” may 
have the last word on everything.”* Why do “burlicue” and the “hog- 
wash of the movies” climax our present day aesthetic (the American 
Mercury and Aldous Huxley respectively say they do), and why in 
spite of painless dentistry do we not write poems of happiness like the 
Jacobeans? Beauty, Lord Haldane that good Hegelian declares, lies 
“beyond measurement,” but he adds that it is the quality of anything 
relative to its end—not exactly the beauty of the Symposium.” Taste 
and fashion, says Sainte Beuve, are next door neighbours, and to 
Science after its orgy in Victorianism we owe the simplicity and pur- 
posefulness of contemporary art. As to poetry, which Aristotle held to 
be “a higher thing” (crovéaiérepov) than history, Dingle and Bertrand 
Russell make merry over lines in In Memoriam.” Poetry like music 
does not make sense, it makes emotion: 


And you shall hear the herb and tree, 
The better heart of men shall see, 
Shall feel celestially, as long 

As you crave nothing but the song.” 


If Plato banished poetry for plain lies, will science banish “the song?” 
The last biographer of Ruskin says his economics misfired not because 
they were wrong, but because Ruskin was a drug addict—his drug the 
emotive and overpowering language of the James Bible.”’ 
Religion.—The word brings me to religion, which is not conduct, 
though good conduct is a necessity to the mystical experience, even 
of the neo-mystics like Aldous Huxley.”* The conflict between religion 


7% The Literary Mind, by Max Eastman. Contemporaneously Senor Fassi is making a statistical 
analysis of the perforations on player piano rolls (Appunti di statistica musicale). Plato's preference for 
the Dorian and Phrygian modes over the Ionian and Lydian had a mathematical basis. 

™% The Pathway to Reality, by Viscount Haldane. Lord Haldane lived in the age of the bustle (et 
ego in Arcadia vizi), and no doubt found it beautiful, though the later Haldane calls it a revolution 
when man’s ideal woman ceased to be steatopygous. 

7% Of any event “to which the whole creation moves,” says Bertrand Russell, a more correct de- 
scription would be “to which some parts of creation move while other move away from it,” adding that 
“an emotion which can be destroyed by a little mathematics is neither very genuine nor very valuable.” 
And Dingle says that the lady of the line “the stars she whispered blindly move” might have been com- 
forted by reflecting that she was not a star. George Moore (An Anthology of Pure Poetry) calls “pure 
poetry” only poetry which is objective, born of admiration of the world of things. 

1% The Lark Ascending, by George Meredith. 

77 R. H. Willenskiin The Great Victorians. But Professor Knight wants economics to be “literature” 
(loc cit.) 

78 Ends and Means, by Aldous Huxley. 
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-ScIENCE AND SOCIETY 





ope and science has changed since our youth, when Mr. Gladstone and 

Bob Ingersoll, for example, dealt to each other across the Atlantic 
3 of such resounding thwacks—they still resound from Tennessee where 
hat 7=3 as at the building of the temple (II Chron. iv, 2). But preoccu- 
‘ors pation with revelation has turned or returned (pointed by Science) 
nay to Whitehead’s “adventure of the spirit,” which in set terms is not a 
og- “rule of safety” from the “curse” which is the end-word of the Old 
can Testament.’® Meanwhile Science has a new humility—the humility of 
in statistics. In the dichotomy** (whose everyday bridge is in service and 
the social ethics) Curtis compares the progress of observational knowledge 
lies to a hyperbola which “wili never touch the two straight lines to which 
ing it is referred, though it will asymptotically come infinitely close after 
ste the lapse of unlimited time.”*! This at least charts the paradox of the 
to Spencerian Unknowable, and yet our unending quest of it, to which 
ur- Spencer himself relates all our progress from Caliban—Man still only 
to in the making, still able to greet the unseen with a cheer.” Of the 
nd religious in statistics let Florence Nightingale, though pre-War, be 
sic exemplar—the “passionate statistician” she was called. The world, she 


believed, was evolved in accordance with a divine plan which it was 
man’s business to discover. “But to understand God’s thoughts she 
held we must study statistics” which thus became for her a religious 
duty. Her religion was of works, for she was the means of establishing 
the first Chair of Statistics in an English University.* 


on vil 
se L’ envot 
1€ And so having won to the odium theologicum I fitly end on the James 


Leitmotiv born of this occasion. How James would embellish “Science 


t, 79 Darwin delivered the nineteenth century from anthropomorphism, and we have likewise survived 
n the succeeding mechanicomorphism, books like Drummond's Natural Law in the Spiritual World mark- 

ing the transition. Cf. also Bradley's “approximation of knowledge and aspiration . . . so that religion 
n may satisfy the soul! of the saint and not disgust the intellect of the scholar.” Hogben has disinterred 


the Bishop who calculated from Numbers that man was created by the Trinity on October the 23rd, 
B.C. 4004, at nine o'clock in the morning, but it is idle sport: within the year the Anglican Commission 
on Doctrine has rejected both the infallibility of the Scriptures and the resurrection of the physical 
body—a far cry from the tocsin over Vestiges of Creation, the Origin of Species or even Essays and 
et Reviews. 

80 Eddington's truths of science are not truths but truisms: “non-metrical” laws, the statistical 
and the transcendental, lie beyond. So likewise Jacques Maritain, the twentieth century Aquinas, 
(“vae mihi si non thomatizavero”) divides science from metaphysics, and both from the mystical union 
with God, of which Emily Bronté’s “Last Lines” remain surely the supreme experssion. (The Degrees 
” of Knowledge by Jacques Maritain). But Santayana would not call the mystical experience (including 
Hindu Yoga, Buddhist Dhyana, Mohammedan Sufism, Jewish Cabalism) “truth.” 

81 Scientific Monthly, 1938. 

& Even in a “pessimist” like Thomas Hardy: 

Consciousness the Will informing till It fashion all things fair. 
” (concluding line of The Dynasts). Bernard Shaw wears his hope with a difference: “Man is on trial. If 
we are a mistake, God will use other creatures a trifle less stupid to carry out His purpose.” 
8 Karl Pearson (loc. cit). 
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and Society,” Heaven knows. But, says Gardiner, “James usually 
sensed better than other people what sort of thing it was desirable to 
do”—an apriorist with a sense of smell; and for certain personal 
qualities, as I said, even a statistician may warm to this many-sided, 
modest man, “rather born to onus than to honus,”* scornful of popu- 
larity. Whether or not he was Prospero, he had imagination (he was a 
fair poet) and he had humour, both essentials of our craft. His ped- 
antry, like ours, was better than utopianism. If he “swam” witches, 
that was a priori Science—Scientific Demonology—in 1610*% Also he 
“fustigated” the odd heretic: persecution was still good politics and 
not yet bad economics (we stop at a piece of rubber hose). As peace- 
loving as any statistician, James was always afraid that pistols would 
go off, nor did Woodrow Wilson nor Neville Chamberlain keep us 
better out of war in a Europe divided as to-day, in the words of a 
witty Canadian, “between nations practising the goose-step and na- 
tions practising the side-step.” He even soothed the Irish. History in 
Detroit is “bunk,” and elsewhere she changes her mind, and I for one 
am glad if by late accounts James is not the two-headed ass of Ma- 
caulay but a civilized, intelligent man—boreal but not arboreal. But 
I go on talking of him thus till the last late moment only because in 
one particular I feel his equal—if I may say it in these sloping days of 
my official life: James prized over all things his English throne, but 
he could exalt it no more than I do the generosity that has beckoned 
me at the ending of this pregnant century to be the President of the 
American Statistical Association. 








84 Basilikon Doron. 
85 As in New England a hundred years later, Coke, Bacon, fourteen English bishops and the 
Scottish clergy to a man applauded James. History of Rationalism in Europe, by W. E. H. Lecky, 
Chap. I. also the Religio Medici. 
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POSTPONABLE PURCHASING OF DURABLE CONSUMERS’ 
GOODS AND THE BUSINESS CYCLE* 


By Cuar.es S. Tipretts 
University of Pittsburgh 
HAT fluctuations in the production of durable goods have come to 
play a larger and larger part in determining the pattern of cyclical 
fluctuations is well-known. The National Bureau of Economic Re- 
search has furnished us with comparative figures that reveal the grow- 
ing importance of durable goods in the pre-depression years. Classify- 
ing goods into two broad groups, durable and non-durable, it was 
found that in 1879 approximately 31 per cent of all commodities pro- 
duced were of the durable type. Ten years later the proportion had 
reached 35 per cent. By 1900 there had been another small increase. 

During the next twenty years the percentage again rose slowly. 
Between 1919 and 1929, however, the proportion rose more rapidly 
until by the latter date durable goods constituted almost 44 per cent 
of our total production. Thus, between 1879 and 1929, a period of 
fifty years, the proportion of durable goods to all commodities pro- 
duced went up from 31 to 44 per cent, an increase of 42 per cent. The 
impact of the depression of the nineteen thirties, however, brought a 
tremendous decline in the proportionate production of durable goods. 
In 1933 durable goods were responsible for only about 27 per cent of 
the total, much less than in 1929. The difference between 1929 and 
1933 is a fact of great significance. 

While the production of durable consumers’ goods was falling 57 per 
cent between 1929 and 1932, non-durable consumers’ goods fell only 20 
per cent. By 1934 non-durable goods were only 14 per cent below 1929, 
but durable consumers’ goods were still down 41 per cent. 

Bulletin 52 of the National Bureau of Economic Research presents 
interesting figures which enable us to compare the importance of 
durable consumers’ goods with other types of commodities in pros- 
perity and depression. Rising from 17 per cent of the value of all com- 
modites produced in 1919 to 23 per cent in 1926, the proportion of 
consumers’ durable goods to the value of all commodities produced 
fell to 12.5 during the deepest days of the depression. 

Broadly speaking, there are two classes of durable goods: (1) Those 
used to produce other goods (producers’ durable goods), and (2) those 
used for purposes of consumption (consumers’ durable goods). Most of 
the attention of students of the business cycle, has until recently been 
directed primarily to the former. 


* Summary of a paper presented at the One-hundredth Annual Meeting of the American Statistical 
Association, Detroit, Michigan, December 30, 1938. 
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What is a consumer’s durable good? It is fairly well agreed that a 
producer’s durable good is something that is not used up in a single act 
of production. But how many times should it be used if it is to be classi- 
fied as durable? To distinguish consumers’ durable goods from con- 
sumers’ non-durable goods presents a similar problem. As one reads 
the literature it is found that the setting of an arbitrary time limit 
before the commodity wears out, or must be replaced, is the usual 
test. But, what should the time limit be, one year, two years, three 
years or more? Moulton, Garver, and Hansen have chosen three years 
as the limit for durable goods in general. The texts on the Economics 
of Consumption which have recently been appearing in impressive 
numbers have for the most part settled upon the three year test. 

The most prominent kinds of consumers’ durable goods are generally 
agreed to be automobiles, house furnishings, jewelry, electric refrig- 
erators, furniture, books and pictures, musical instruments, vacuum 
cleaners, washing machines, electric and gas ranges and other electrical 
equipment, radios, etc. Some authors even go as far as to include 
buildings used for residential purposes. 

One of the distinguishing characteristics of a durable good is that 
the demand for it is postponable. This is true both of producers’ and 
consumers’ durable goods. There are necessities which must be pur- 
chased if life is to be sustained, or a minimum level of subsistence is to 
be maintained. But the purchase of most durable commodities is not 
a matter of absolute necessity, unless it is a kind of producers’ good 
that is required if production is to continue. There are many such 
producers’ goods. The purchase of most consumers’ durable goods can 
readily be postponed. They are not, for the moment, absolutely neces- 
sary. A decline in income results in compulsory postponement of the 
satisfaction of desires. The consumer must spend his money on those 
things that he regards as most essential. But income may not decline 
and still there may be postponement of purchasing. This is voluntary 
postponement. 

Voluntary postponement may be due to a number of reasons. For 
example, we have heard much of a consumers’ strike in 1920 and 1921. 
We also have been told that a consumers’ strike occurred in 1930 and 
1931. In fact many persons blamed most of the depression on that. 
This did not arise from a resistance to rising prices, but from the 
contrary. Prices for many products fell precipitously from 1929 to 
1932. The argument runs that when prices start to fall everyone, who 
can, will postpone buying in the expectation that products will become 
even cheaper. There is little doubt that falling prices do have this re- 
sult. The belief that such a consumers’ strike existed was largely 
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responsible for the “Buy Now” campaign of 1931. A similar plan was 
instituted in 1938 in the form of the “National Salesman’s Crusade.” 
In the Review of Economic Statistics for last August, Sumner Slichter 
has presented evidence showing that consumer strikes actually take 
place. 

It is difficult to determine precisely how much voluntary postpone- 
ment of buying consumers’ durable goods there actually is. The general 
impression is, and it is probably correct, that such postponement takes 
place to an important degree in years such as 1930, 1931, 1932, and 
1933. The growth in savings deposits in depression periods would ap- 
pear to afford some proof on this point. In spite, according to Kuznets’ 
figures, of a $300 drop in per capita income in these years, there were 
still persons with enough income to have bought considerably more 
than was actually purchased. 

I have already discussed the growth in importance of consumers’ 
durable goods in an economic system. It is recognized that the demand 
for such goods is a readily postponable and therefore a widely varying 
one. When the buying of a large part of our national production can 
be delayed, the effect is to accentuate the peaks and the valleys in the 
cycle. 

As the period of recovery begins and consumers have less fear of 
what the future will bring there is unleashed a demand for many kinds 
of products. As this demand grows, the principle of acceleration, so 
ably developed by J. M. Clark, begins to show its effect. The result is 
that all through the economic system activity is intensified, income is 
increased, and demand still again enlarged. In his recent book Full 
Recovery or Stagnation, Alvin H. Hansen states that recovery after 
1934 was based to a large extent on a rise in demand for durable con- 
sumers’ goods. He writes (p. 277) “The prolonged deflation had re- 
strained many people from buying new automobiles, household appli- 
ances and other durable goods. Instead they had chosen to hold in 
suspense, for subsequent use, available or potential purchasing power. 
The improved psychology following the banking and monetary re- 
forms, combined with the growing need for replacements—a need 
more and more urgently felt as the existing stock becomes increasingly 
obsolete—released an accumulated backlog of consumers’ demand for 
durable goods. As the purchase of durable consumers’ goods increased, 
new investments in plant and equipment had indeed to be made not 
only in the industries directly supplying these products but also in all 
the underlying contributing industries from steel to machine tools.” 

Durable consumers’ goods appear, therefore, more and more to be 
playing a réle similar to that played in the past by capital goods. As 
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J. M. Clark says in his book Some Strategic Factors in Business Cycles: 
“The intensity of cyclical fluctuations apparently depends not so much 
on whether the goods are for consumers or producers as upon their 
durability” (p. 76). Cycles have been largely the result of the concen- 
tration of the production of capital goods in a relatively short space of 
time. The production of consumers’ durable goods has come more and 
more to be so concentrated. Since these goods are subject to use over 
a relatively long period of time replacing of them can be delayed at the 
approach of hard times. But replacement demand is the subject of 
another paper to be given this morning. 

This “bunching” of purchasing is aggravated by the practice of mak- 
ing payments on the installmant plan. Just as in the nineteen twenties, 
installment buying of consumers’ durable goods played a real part in 
the recovery of 1935, 1936, and 1937. The rapid growth of companies 
financing installment credit, some of them giving unreasonably easy 
terms at unreasonably high cost, has introduced another unstable 
element in the situation. It has aggravated the rise and aggravated the 
fall, since income that is mortgaged to pay debts cannot be used for 
current consumption. 

It is true that buying on the installment plan may create income 
somewhere in the economic system. A recovery based largely on con- 
sumption, such as that of 1935 and 1936, must, however, keep moving. 
If the rate of increase in consumption begins to slacken, forces will be 
released that tend toward deflation. New investment based entirely 
on a rise in consumer demand may not be sufficient to maintain high 
business activity. One difficulty is that the installment plan, by en- 
couraging larger purchases, purchases made in advance of realized 
income, will cause the temporary saturation point in the market to be 
reached more quickly. The ensuing drop will, therefore, be more abrupt 
than it would have been had the growth been steadier. 

Norman J. Siberling, in the American Economic Review for last 
August lays the blame for part of the wide fluctuations in the residential 
building cycle on the system of financing in that industry. Prospective 
builders of homes have been encouraged to go too heavily into debt in 
good times. Similar troubles arise in other parts of our system when 
financing has been too easy. The conclusion holds for the methods of 
financing consumers’ durable goods. 

The influence of consumers’ durable goods on future cycles depends 
largely upon the depth and extent of the market still remaining to be 
exploited and the methods of financing employed. Price reduction may 
be of great assistance, but this is discussed in another paper this 
morning. If national income again reaches high levels there will be 
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opportunities for selling goods over and above replacement demand. 
If the domestic market should reach the saturation point, these in- 
dustries will then depend largely on the demand for repairs and replace- 
ments. This should eventually bring about greater staiblity, but on a 
much lower level of production. Perhaps new products will then be 
discovered. If they come forth in large numbers and enjoy rapid growth 
we shall repeat the history of the past twenty years. New industries 
and new products, requiring large investment, now constitute our most 
pressing need if we are to move forward to full recovery. But depend- 
ence upon new industries to give us prosperity means that we still be 
subject to disturbing and unsettling factors, factors of great instability. 
Without new industries, requiring large investment, we appear to 
stagnate and remain in the economic doldrums. With them we shall 
still be subject to fluctuations of great intensity and unpredictability 
in the business cycle. 

Our great need is to find some method of smoothing out the produc- 
tion of durable goods. So long as we continue to produce them in 
“bunches,” just so long shall we have booms and depressions. One 
remedy suggests control of the flow of capital into industries producing 
durable goods. It is difficult to see how this can be done, however, until 
we subject ourselves to a completely regimented economic system. 








PRODUCERS’ GOODS PRICES IN EXPANSION 
AND DECLINE* 


By Luoyp G. ReYNOLDs 
Harvard University 

HE TERM “producers goods” is ordinarily used to include both un- 

finished goods and capital equipment. This usage confuses several 
separate problems. The study of fluctuations in processors’ margins, 
for example, requires one sort of approach. The question of the cost of 
capital equipment and the relation between the level of equipment 
costs and the amount of investment is quite another matter. Only this 
latter problem is examined here. Discussion is confined, moreover, to 
the experience of the United States since 1929. The material presented, 
while suggestive, is not adequate to support any generalizations con- 
cerning the cyclical behavior of prices. 

Most of the indices discussed below rest directly or indirectly on the 
wholesale prices collected by the Bureau of Labor Statistics. The diffi- 
culty of securing adequate price information is so well known as to 
need no elaboration. The particular prices selected may not be repre- 
sentative or may cease to be representative of the array of prices at 
which any product is sold. The quality of the product may change 
rapidly. Discounts and other terms of sale may change while the 
nominal price remains unaltered. In closely-controlled industries such 
as aluminum and sulphuric acid, quoted prices serve as a fagade be- 
hind which the seller strikes a separate bargain with each buyer 
During prolonged depressions indices based on quoted prices do not 
show the full extent of the price decline.! It is unfortunately impossible 
to say whether this discrepancy between actual and nominal prices is 
greater in the case of capital goods than of other goods. There is some 
reason to believe that this may be the case. In any event, the uncer- 
tainty concerning the basic price data introduces a speculative element 
into all of the statements made below. 

The National Bureau of Economic Research prepares group indexes 
for “building materials” and for “goods destined for use in capital 
equipment.”? Each group is divided into “raw” and “processed” ma- 


* A paper presented at the One-hundredth Annual Meeting of the American Statistical Associa- 


tion, Detroit, December 30, 1938. 

1 During the last depression, for example, the prices of virgin aluminum, sulphuric acid, and cement 
fell considerably farther than the B.L.S. series indicated. (Table I.) It is only fair to add, however, 
that these are extreme cases. For most consumer goods and many capital goods, including iron and 
steel rolling-mill products, the B.L.S. indexes seem to be quite reliable. 

2 The weights used in these indexes are not entirely satisfactory. In the building materials index, 
iron and steel products are given a weight of approximately one-third. Brick and cement, which together 
easily outweight steel products in actual construction, receive only half as much weight. The index of 
goods entering into capital equipment gives half of the weight to iron and steel products, and an addi- 
tional quarter to automobiles and trucks; other products are correspondingly under-represented. 
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terials, and indexes for these sub-groups are also prepared. Since we 
are interested primarily in the prices which businesses must pay for 
equipment, only the indexes for processed materials are presented in 














TABLE I 
PRICE INDEXES OF SELECTED PRODUCERS’ GOODS 1929-1935 
(1929 = 100) 
Sulphuric acid Aluminum ingots Portland cement 
Year 
B.L.S.* Censust B.L.S. Census B.L.S Census 
1929 100.0 100.0 100.0 100.0 100.0 100.0 
1930 100.0 _ 97.9 — 100.0 _— 
1931 100.0 99.7 95.8 72.0 86.5 75.0 
1932 100.0 — 95.8 — 84.1 — 
1933 100.0 87.9 95.8 64.2 93.8 89.9 
1934 100.0 _— 88.4 — 102.2 _— 
1935 100.0 90.7 83.9 76.6 103.9 89.9 




















* Bureau of Labor Statistics series converted to a 1929 base. 

t Unit values obtained from the Census of Manufactures and converted into index numbers on a 
1929 base. 
Table II. During the decline of 1929-32, these indexes fell by only 
about 20 per cent, while the prices of all processed goods fell by 26 
per cent. During the subsequent recovery the situation was reversed, 






































TABLE II 
PRICE INDEXES OF GOODS ENTERING INTO CAPITAL EQUIPMENT, 1929-1938 
All commodities Goods for wee in Building , : 
capital equipment- materials- Relative price 
Year processed t rocessedt rocessedt movements 
(1929 = 100) a engi ” 
(1929 = 100) (1929 = 100) 
(1) (2) (3) (2)/(1) (3)/(1) 
1929 100.0 100.0 100.0 100.0 100.0 
1930 93.8 92.7 95.0 99.9 102.4 
1931 81.3 85.7 85.9 105.4 105.7 
1932 73.8 81.4 79.4 110.3 107.6 
1933 75.5 79.9 82.5 105.8 109.3 
1934 83.5 86.3 89.6 103.4 107.3 
1935 86.9 85.4 89.1 98.3 102.5 
1936 86.0 86.4 90.1 100.8 104.6 
1937 92.3 97.1 99.0 105.3 106.6 
1938* 85.2 98.4 93.5 115.5 109.7 
* October. 


t Data from 1929 through June, 1936, were obtained from Mills, F. C., Prices in Recession and 
Recovery, pp. 501, 510, 513. These series are kept up to date by the National Bureau of Economic 
Research, and recent figures were kindly provided by the Bureau. 


and by 1935 the 1929 relationship had been approximately re-estab- 
lished. During the depression of 1937-38, prices of consumable goods 
once more fell rapidly while the prices of many investment goods re- 
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mained almost unchanged. In October, 1938, the price of building 
materials was 10 per cent higher relative to prices in general than was 
the case in 1929, while the relative price of goods entering into capital 
equipment was higher by 15 per cent. It is interesting to note that 
British building material prices, in a very different cyclical context, 
behaved in very nearly the same way. 

The price of goods entering into capital equipment, however, is not 
the same thing as the price of capital equipment. The price of building 
materials is not the same as the price of buildings. Information con- 
cerning the prices of machinery and new buildings is exceedingly un- 
satisfactory. An adequate construction cost index would take into 
account not only changes in material prices and wage rates but also 
changes in building design, materials used, construction methods, labor 
productivity, and the level of contractors’ profits. Most of the indexes 
actually in use, however, are simply weighted averages of material 
prices and wage rates. Nominal rather than actual prices and wages 
are commonly used, and no account is taken of changes in productivity, 
construction methods, or profits. These indexes tend to diverge farther 
and farther from the true level as one recedes from the base year, and 
also fail to reflect the full decline of construction costs during depres- 
sion.® 

The four indexes presented in Table III are probably among the more 
reliable. The Aberthaw and Fruin-Colnon indexes give the replace- 
ment cost of an identical factory building. The Boeckh and Handy 
indexes, while built up synthetically from labor and material costs, 
appear to be prepared with unusual care. These indexes show a fall of 
from 10 to 15 per cent in construction costs between 1929 and 1932. 
This must be taken, however, as only a very rough approximation. 
The Boeckh indexes, which give a fairly complete coverage of the 
country, show very different movements in different areas. It is pos- 
sible that construction costs in New York City fell by as much as one- 
quarter. In the Middle West they seem to have declined much less. 
The Atlanta index shows an intermediate movement and was chosen 
for Table III on this account. The lag of construction costs behind 
general prices during the decline was not entirely corrected during the 
revival. In 1937 most construction cost indexes were several per cent 
above the 1929 level, while the prices of manufactured goods were still 
8 per cent lower than in 1929. 

No general index of machinery prices is available for the United 
States. Road-building machinery seems to have fallen about 7 per cent 










3 For an elaboration of this point see Chawner, L. J., “Construction Cost Indexes,” this JounNAL, 
30 (1935), 561. 
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between 1929 and 1933, farm machinery about 10 per cent, steam 
locomotives and passenger cars about 12 per cent, railroad shop ma- 
chinery and power plant generating equipment almost 20 per cent. If a 
general index could be obtained, it would probably show a decline of 
not much more than 10 per cent during the depression. Machinery 
prices rose rapidly during the recovery. In 1937 most types of ma- 
chinery, with the exception of farm machinery, cost from 5 to 10 per 
cent more than in 1929, though general prices were 8 per cent below 
the 1929 level. 

These changes in quoted prices, however, do not give a complete 


TABLE III 
CONSTRUCTION COST INDEXES 
































Commercial and factory 

All com- Public utility | Factory build-| Factory build- buildings, Atlanta 
— modities systems, North| ing, Con- | ing, St. Louis (Boeckh) 

processed /Central Region necticut (Fruin- 

(N.B.E.R.) (Handy) (Aberthaw) Colnon) Brick and 
Steel 
steel 

1929 100.0 100.0 100.0 100.0 100.0 100.0 
1930 92.8 98.7 97.9 98.1 96.8 93.5 
1931 81.3 96.6 92.6 92.9 86.7 89.9 
1932 73.8 92.8 88.4 84.4 86.2 87.4 
1933 75.5 90.5 89.5 85.7 83.9 88.4 
1934 83.5 98.5 93.2 90.5 96.5 96.6 
1935 86.9 100.3 93.2 87.7 94.6 95.7 
1936 86.0 102.6 97.4 88.6 94.6 96.0 
1937 92.3 111.6 105.3 99.5 103.3 104.8 
1938 85.2* 114.4f 101.2§ 
* October. 
¢ First half. 
§ June. 


Notes on the indexes: 
1) Handy Public Utility index: A synthetic index, prepared for five regions of the United States. 
Basic material prices are obtained from trade journals but are checked wherever possible against prices 
actually paid. Labor costs are obtained from the Bureau of Labor Statistics and the National Associ- 
ation of Builders’ Exchanges. Prices of equipment are obtained from nationally known manufacturers. 
Each of these is put into index form, and the combined index is prepared by the use of weights developed 
through analysis of a large number of actual contracts. 
2) Aberthaw index: Based on the cost of constructing an 8-story reinforced-concrete industrial structure 
built by the company in Connecticut in 1914. The index is brought up to date quarterly by preparing a 
complete new estimate, in detail, of the original structure as of the current date. Changes in the prices 
of building materials, wage rates, and labor efficiency are taken into account. Union rates rather than 
actual wage rates are used, however, and the index does not take into account improvements in the 
design of the building. 
3) Fruin-Colnon index: Based on the estimated cost of reproducing a 5-story industrial plant con- 
structed by this company in St. Louis. 
4) Boeckh indexes: Synthetic indexes, computed for 16 areas in the United States and for several 
different types of building. Prices of materials are obtained from local building-trade papers. Prevailing 
rates of wages are obtained primarily from contractors. An arbitrary labor-efficiency correction is used, 
based on the organization's study of labor conditions in each area. Weights are based on studies of 
actual building costs and vary with the different types of structure. (The Atlanta index was selected 
because of its median character. Between 1929 and 1933, for example, the New York index for steel 
commercial and industrial buldings fell 22 per cent, while the St. Louis index fell only 9 per cent.) 
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account of what has happened. Some types of machinery were greatly 
improved during the depression years, so that the cost per unit of 
product was much reduced. Hosiery machines, for example, became 
wider and faster, while in printing entirely new types of machinery 
were introduced. In other cases concealed reductions were given in the 
form of larger allowances for second-hand machines. These second- 
hand machines, moreover, were offered on the market at very low 
prices. A weighted index of the prices at which machinery actually 
changed hands during the depression would have to take into account 
sales of second-hand as well as of new machines. It should be re- 
membered, too, that sellers of machinery commonly take payment 
over a period of several years. Textile machinery manufacturers in 
their eagerness to sell equipment have become in effect part owners of 
many businesses. Under these conditions the burden placed on the 
buyer may be lightened considerably without any change in quoted 
prices. 











TABLE IV 
PRICE INDEXES OF SELECTED TYPES OF MACHINERY, 1929-1938 
— Electric Railroad 
_— modhdnsey* power plant Roadway equipment § Steam 
(1926 =100) equipmentt machines shop machinery locomotives 
(1929 = 100) (1929 =100) 
1929 98.0 100.0 100.0 100.0 100.0 
1930 96.4 94.3 99.3 92.2 103.2 
1931 93.5 88.4 98.3 86.9 97.9 
1932 89.8 80.9 93.3 81.2 89.4 
1933 87.7 87.7 93.3 81.2 88.3 
1934 89.5 98.9 99.3 93.7 93.6 
1935 91.6 98.2 99.3 93.7 100.0 
1936 92.3 98.6 99.3 93.7 100.0 
1937 92.0 109.3 108.8 103.7 108.5 




















* Revised Index of the Bureau of Labor Statistics. 

+ C. F. Lambert replacement cost index, published in the Engineering News-Record. It is not 
known to what extent the index allows for changes in the quality of equipment. The series above is for 
generating equipment only, but distribution equipment shows a similar movement. 

§ Replacement cost indexes, prepared by the Engineering Section, Bureau of Valuation, Interstate 
Commerce Commission, but not examined or passed on by the Commission. The indexes were con- 
verted from a 1910-14 base to a 1929 base by the writer. 


If existing indexes can be trusted, the price of capital equipment fell 
during the depression by something between 10 and 15 per cent, while 
the price of all manufactured goods declined by 26 per cent. For the 
reasons indicated above, these figures probably exaggerate the di- 
vergence of capital goods prices from general prices, but it seems almost 
certain that a considerable discrepancy developed between 1929 and 
1932. This discrepancy was not seriously reduced during the recovery 
period, for capital goods prices rose about as rapidly as the prices of 
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all manufactured goods. In 1936, then, prices of new buildings and 
machinery were some 10 per cent higher relative to general prices than 
in 1929. The depression of 1937-38, of course, widened the gap still 
farther. 

The reasons for the relative stability of capital goods prices during 
depression are not particularly obscure. The market for a specialized 
machine is quite limited, and the equipment necessary to make the 
machine is very expensive. For technical and economic reasons, then, 
a given capital good is likely to be produced by only a few firms. This 
control of the market is further strengthened by patents, restrictive 
agreements, and other devices. Where there are only a few producers, 
however, a price cut by one is certain to become known very quickly 
and to be followed by all the others. The incentive to make price 
reductions is thus much reduced. During periods of depression there 
might even be an inducement to raise prices if the demand curve in 
falling has also become !ess elastic. That this is not done more fre- 
quently is probably due to fear of public opinion and of government 
action rather than to profit considerations. 

Producers will usually argue that this is the whole story. There is 
no consultation about prices, they contend—no consultation is neces- 
sary. All producers, knowing the demand situation and seeking a 
profit, come to identical decisions as to what the price should be. 
Here, truly, is the “invisible hand” at work. But is this explanation con- 
vincing? In the absence of any consultation, one would think that 
producers might reach different conclusions about the correct price 
because of differences in their costs and in their estimates of demand. 
Through reductions first by one producer then by another the price 
structure would gradually be higgled downwards. The avoidance of 
such reductions over months or years of declining demand must indi- 
cate some sort of joint action. This need not be a clear-cut price agree- 
ment, but may be a conventional method of pricing (for example, 
price leadership), or simply a strong tradition against price-cutting 
supported by the pressure of group opinion and perhaps by economic 
sanctions. While the courts draw a distinction between agreement and 
tradition, their effect on price policies may be much the same. 

It is frequently stated without much argument that the stability 
of capital goods prices seriously aggravates cyclical fluctuations, and 
that if these prices could be reduced promptly during a recession invest- 
ment would be stimulated and the decline of general business checked. 
Let us examine this view. Anyone engaged in the heavy industries will 
agree that the demand for capital goods at a given time is inelastic. 
To take only two examples: During the last depression the Boston 
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Building Trades Council wrote to a large number of companies, in- 
cluding manufacturers, utilities, wholesalers, and retailers, to inquire 
whether a reduction in wage rates and therefore in construction costs 
would alter their building programs. In every case they received a nega- 
tive reply. Again, a prominent manufacturer of machine tools writes: 


Since the experience of 1920 and 1921, in which an attempt was made by 
several machine tool builders to increase sales by lowering prices, it has been 
the general belief in our industry that this is a hopeless process, and it has not 
since been tried ... Any given proposal is ordinarily based on the length of 
time required to pay for the new investment. This time has to be so short to 
be attractive that it has to be an absurdly good proposition anyway, and 15 per 
cent on the investment one way or the other doesn’t seriously handicap or 
seriously improve the proposal. 


The demand for capital goods depends primarily on the rapidity 
with which new products and new productive methods are being 
developed, and on producers’ anticipations concerning the future. If 
these anticipations are extremely favorable high prices for capital goods 
will probably not prevent an investment boom, while in periods of 
general pessimism reduced prices will probably do little to stimulate 
investment. It follows that the main effect of reducing capital goods 
prices during a recession would be to transfer a certain amount of 
purchasing power from capital goods producers to capital goods pur- 
chasers. Unless there is some reason for thinking that the purchasers 
are more likely to spend the money—which seems doubtful—the price 
cut will probably have little effect on the course of the recession. 

This general statement, however, needs to be qualified in at least 
three ways. First, with regard to the particular product under con- 
sideration: among the many thousands of steel products, for example, 
some will have a more elastic demand than others, and an indis- 
criminate policy which freezes the prices of all of them must be re- 
garded as unfortunate. Second, the situation will be somewhat different 
at different points in the cycle. The demand curve for capital goods 
probably changes its shape as well as its position during the course of 
the cycle. It may, for instance, become more elastic during the first 
months of a recession, less elastic as recession deepens into depression, 
more elastic during recovery, and less elastic once more toward the 
peak of a boom. A price reduction in the early stages of recession or 
at the beginning of recovery might well have a considerable effect. 
The way in which the price change is made, finally, will affect the 
result. A small reduction which leads buyers to expect further reduc- 


4 Letter cited by 8. H. Slichter in “Corporate Price Policies as a Factor in the Down-turn of 1937,” 
Proceedings of the Academy of Political Science, 1938. 
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tions will probably cause them to hold off the market. If buyers could 
be assured that the new prices would be maintained for some time, 
sales might be increased. If the reduction was coupled with an assur- 
ance that after a specified period prices would revert to their former 
level, a still different result would be obtained. 


TABLE V 


OUTPUT OF BUILDINGS AND MACHINERY, UNITED STATES AND 
GREAT BRITAIN, 1929-1935 











(1930 = 100) 
Year United States* Great Britaint 
1929 118.8 98.9 
1930 100.0 100.0 
1931 74.3 04.4 
1932 47.6 90.7 
1933 45.8 99.0 
1934 52.3 109.6 
1935 69.7 116.6 











* Simon Kusnets, National Income and Capital Formation, 1919-35, p. 40. The following elements 
of gross capital formation are included in the above index: residential construction, business con- 
struction, public construction, flow of producers’ durable commodities. 

t Colin Clark, National Income and Outlay, p. 182. Clark's figures for “home consumption of capital 
goods” were deflated by using his index of capital goods prices (p. 197). Clark includes in his estimates 
all building and contracting, general engineering, electrical engineering, ship-building, commercial 
vehicles and aircraft, and railways. The two indexes are thus roughly comparable. 


While a discriminating policy of cutting the right prices at the right 
times in the right way might reduce the swings of the cycle, it is prob- 
able that only slight gains can be made in this way. Conversely, it is 
not at all impossible to maintain a high level of investment even with a 
high level of capital goods prices. It appears from Table VI that the 
prices of building materials and machinery in Great Britain remained 
relatively high during the years after 1929. In striking contrast with 
the experience of the United States, however, the output of buildings 
and machines for the home market fell by only about 10 per cent be- 
tween 1929 and 1932 (Table V). The two situations are not strictly 
comparable, since in Britain the level of investment was maintained 
in part by large public expenditures on housing and other public works. 
The experience of Britain and of Sweden suggests that a decline of 
investment may be checked in spite of relatively high prices of capital 
goods. 

The effect of rigid capital goods prices on the secular trend of in- 
vestment is probably more important than its effect on cyclical fluc- 
tuations. Professor Mills has pointed out the divergence between the 
prices of capital goods and consumable goods during the twenties. 
During the thirties this divergence has tended to become even greater. 
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TABLE VI 


(1930 = 100) 








Year 


All 
articles* 


Building 
materials* 


Construction 
costsT 


Machinery 
exported § 





1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 





100. 
87. 








100.0 
97.9 
96.3 
92.6 





100.0 
102.1 
97.4 
101.8 
98.5 
100.6 
103.3 
8 





* Board of Trade Revised Index of Wholesale Prices. 

t Illustrated Carpenter and Builder. 

§ This index, reported quarterly in the Board of Trade Journal, is based on the average value per 
ton of machinery exported. Different types of machinery are weighted according to their relative 
importance in export trade in 1924. The index has the serious disadvantage that it overlooks changes 


in types and design of machinery. 


The long down-swing of prices which began in 1920 has been resisted 
much better by the makers of capital goods than by other producers. 
This situation must be held partly responsible for the stagnation of 
private investment in recent years. New products and new processes 
are continually being developed and struggling for acceptance. A high 
level of capital goods prices must surely make business men less willing 


to embark on new ventures, while a lower cost of investment would 
assist the victory of the new over the old which is called economic 
progress. 

It is easier to point out the undesirable consequences of existing 
price policies than to suggest remedies. This particular problem, in- 
deed, seems to me impossible of solution if one accepts the existing 
institutional framework in its entirety. The only methods which would 
produce results probably involve a considerable expansion of public 
enterprise. Here, however, one becomes involved in political argu- 
ments which cannot be elaborated in a brief paper. 
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PRICES OF CONSUMERS’ GOODS IN 
EXPANSION AND RECESSION* 


By Henry B. ArtTHUR 
Swift & Company 


HE Topic of price policies naturally calls to mind the recent con- 

troversy over the distinction between so-called “administered” and 
so-called “competitive” prices. Industrial price policies are frequently 
misrepresented as the arbitrary determinations of the managers who 
represent America’s “sixty families” or its well-known “two hundred 
corporations.” 

The differential behavior of prices, however, particularly of consum- 
ers’ goods prices, has a much deeper root than the minds of the indi- 
viduals who have this alleged nefarious power over our economic sys- 
tem. 

The freedom to “administer” prices (where it exists at all) occupies 
a fairly narrow field. In reality it is much narrower, even, than the 
calculations made by students of monopolistic competition are likely 
to assume. In actual practice there are almost always limitations on 
price setting which are imposed by trade customs, by buying as well as 
by selling habits. More important than these customs, and explaining 
many of them, are the specific characteristics of the commodities them- 
selves, such as perishability (particularly true in the meat industry); 
inability to forecast or control supply or demand; and, for many ar- 
ticles, the uncertainty as to the perishability of patent benefits, style 
exclusiveness, and the like. Interwoven with such factors is an empha- 
sis in a number of the more mature industries upon what is called 
“trade position,” which it is hard for persons outside the industry itself 
to understand at all. Often more important than profits themselves is 
the protection of trade position. 

In spite of a number of conspicuous exceptions, price behavior and 
pricing policies are in general a result of the economic characteristics of 
a commodity. Even in highly specialized lines like electric razors, it 
does not take long for wide margins to stimulate new competition and 
price cutting. 

PRICE FLEXIBILITY 

If one gets away from the stigmas of the terminology “administered” 
and “competitive” and looks for real causes, there is no doubt that an 
analysis of prices on the basis of their flexibility is a useful approach. 

Here it is well to consider cyclical amplitude rather than short-time 


* A paper presented at the One-hundredth Annual Meeting of the American Statistical Associa- 
tion, Detroit, December 30, 1938. 
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flexibility. Many questions might, of course, be raised as to the business 
cycle significance of prices which vary daily or hourly as compared 
with slow-changing prices which vary only a few times a year or even 
less frequently. However, short-time variability is not directly appli- 
cable in this discussion. Moreover, available price statistics are them- 
selves often summary or sample measures which are not reliable for 
that particular purpose. 

Nor is it necessary to consider the long-range questions of low-price 
policies as against high-price policies, as discussed in the recent pub- 
lications of the Brookings Institution, particularly in the book, Indus- 
trial Price Policies and Economic Progress, by Nourse and Drury. These 
authors present chiefly a long-range argument which has only indirect 
cyclical implications. 

Relative price flexibility in a cyclical sense is important. But at the 
outset it should be said that the reasons for flexibility are both deep- 
rooted and complicated. Even such very ambitious control schemes as 
we have seen in recent years in agriculture as well as in industry cannot 
hope to alter certain underlying causes of differences in price move- 
ments. The most that can conceivably be expected is some cushioning 
of the extremes in highly flexible prices and some hastening of adjust- 
ments in inflexible ones. 

This much should be said of the effect of inflexible prices as a factor 
in the business cycle. A consistent adherence to any theoretical case 
in this regard will have to account for an accentuation of upswings as 
well as downswings. The so-called inflexible-price commodities are 
very seldom blamed for the accentuation of booms on the ground that 
they fail to advance fast enough or far enough to retard output or 
consumption. There is no lack of discussion, however, to the effect 
that their failure to decline more sharply increased the severity of de- 
pressions. 

Inflexible prices, or, more important, the causes and consequences 
of price inflexibility, are unquestionably significant. For example, the 
relationship between inflexible prices and inflexible costs has received 
all too little attention. However, since my topic deals with consumers’ 
goods, rather than with capital goods or services, it has seemed worth 
while to leave the discussion of inflexibilities to other speakers and to 
raise some very serious questions relating to flexible prices. 

I am convinced that economists generally have overlooked an im- 
portant business cycle factor which lies in the relationship between 
costs of raw materials, prices of finished products, and the valuation of 
inventories. They have perhaps been so dazzled by the spot-light given 
to price inflexibilities that other aspects of price behavior have been 
largely obscured. 
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PRICES AND PROFITS 


The particular problem of inventory appreciation and losses has 
been neglected, partly because so much emphasis has been placed upon 
studies of price spreads and margins, rather than upon the effects of 
price fluctuations on business accounts and business policies. 

The spreads between raw material prices and finished goods prices 
lead to a rough measure of the profits to be derived from manufactur- 
ing operations. These measures are useful and suggestive, and they 
have been widely used for analytical purposes. However, any complete 
explanation of price policies, or of profits and their part in the business 
cycle, cannot overlook two points which are nearly always neglected 
in an analysis of current price spreads or margins. 

In the first place, because of the rules of bookkeeping, business prof- 
its as shown in the account books are based upon past costs of raw 
materials rather than current costs. These past costs in many busi- 
nesses refer to a varying number of months’ lag, depending upon rates 
of turnover and changes in inventory policies. The fact that profits 
depend upon past costs, so far as raw materials are concerned, is one 
of the reasons why so many businesses show profits in periods of rising 
prices regardless of the changes in current price margins—that is, in 
replacement costs. 

The second point, which is closely associated with the first, concerns 
prices as they affect profits through inventory valuation. This is an 
extremely important element in many businesses and it deserves much 
greater recognition than it has been accorded by economists and 
statisticians. 

The clearest observation of the phenomenon of “price profits,” or 
inventory profits as they are more often called, can be obtained in 
industries manufacturing or processing consumers’ goods. They are 
important, however, in all businesses which buy and sell commodities 
at fluctuating prices. The importance is roughly proportionate to the 
amplitude of the price fluctuations and to the relationship of the total 
value of inventories to the average earnings of the business. Strangely 
enough, this criterion has seldom been mentioned as a tool in financial 
analysis work. 

The following figures are based upon the results of Swift & Com- 
pany, although the same point could be demonstrated from the records 
of any number of companies which have reported losses in years of 
declining prices. In the fiscal year ended last October, this company 
reported losses in excess of three million dollars. An examination of the 
Company’s balance sheet, however, showed that inventories were re- 
duced in value from $109,000,000 a year ago to $86,000,000 this year 
—a decline of nearly $23,000,000. Only a very small part of this de- 
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cline was accounted for by a reduction in inventory quantities; by far 
the bulk of it was a result of the lower prices at which inventories 
were valued. 

What these figures mean is briefly this: While the Company’s prod- 
ucts were sold for around three million dollars less than the cost of 
those products, including processing and marketing costs, they were 
sold for a great deal more than the cost of replacing the products in 
the inventory. 

How much more has not been specifically stated by the Company, 
but an idea can be gained from the fact that the Company was able to 
pay over seven million dollars in dividends, to retire $1,000,000 worth 
of bonds, to increase its fixed investments, and still finish the year with 
very considerably more cash and marketable securities than it held 
at the beginning of the year. 

The item that was nominally liquidated to make such large amounts 
of cash available was the inventory item. But as stated above the 
Company finished the year with its physical volume of inventories 
not greatly changed from the year earlier. 

The $3,000,000 loss can certainly not be considered an out-of-pocket 
loss, or at least not a “cash” loss, because the Company finished the 
year after paying regular dividends and other charges with substan- 
tially more cash than when it started. 

There is certainly something paradoxical about results of this kind. 
So far as any essentials in the operation of the business are concerned 
—cash, inventories, etc.—the Company was in as good or better posi- 
tion to carry on than it had been when the year began. The lower unit 
value of inventories does not mean that the Company suffers in any 
economic sense, because its inventories are not liquidated but are kept 
in the business year in and year out. They consist of meats and other 
products in process or on their way to market. They are, like the water 
that fills the pipes of an hydraulic system, always present as a part 
of the capital needed in the business. 

The business cycle importance of the situation just described is tre- 
mendous. Because of the fact that only a minority of businesses recog- 
nize that inventory losses of this sort are fictitious, their book results 
lead them to a policy of drastic curtailment in periods of price declines 
which is entirely unwarranted. This general retrenchment—for it 
affects a surprisingly large number of businesses—serves to aggravate 
the price decline itself as well as the general contraction in employ- 
ment, wage rates, and business volumes. 

A similar situation, of course, arises in times of rising prices. The 
existence of inventory profits leads to an unwarranted optimism. 
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Professor Graham of the University of Chicago, School of Business, 
tells of an early experience in the retail shoe business. This was during 
the World War. His employer was faced with sharp advances in the 
wholesale cost of shoes. He was determined not to profiteer, however, 
and decided not to advance retail prices to an unreasonable margin 
over cost. As a consequence, he continued to sell at $6.00 shoes he 
had bought at $4.00 per pair, even though his outlay to replace each 
pair of shoes had risen to $6.50. 

The result is obvious. While the business continued to report normal 
profits on its books, the cost of maintaining inventories was so great 
that each pair of shoes sold meant an out-of-pocket loss of fifty cents 
in cash to buy another pair. All this without allowing anything at all 
to cover the costs of doing business. 

Perhaps these were profitable operations, but they certainly put a 
heavy dent in the pocketbook, and probably made the store a borrower 
at the bank. 

Here, again, the business cycle implications are clear. These appar- 
ent profits are almost purely imaginary so far as a business is con- 
cerned which must, in order to continue operations, maintain its oper- 
ating inventories. 

Perhaps it would be more accurate to say that these profits are in 
the nature of an unrealized capital gain. The original establishment of 
a business requires an initial investment in inventories. Speaking from 
the point of view of economics, as distinguished from accounting, the 
fluctuations in the value of a firm’s basic stock of inventories is essen- 
tially similar to the fluctuating value of the firm’s plant or other fixed 
property. At some time when prices are high the plant might be liqui- 
dated and show a handsome profit, but the firm would have to close 
down its business to do this. The same is true of the basic stock of 
inventories. 

As long as the business continues to operate, the inventory stocks must 
be maintained. Advancing prices, which mean that all goods sold must 
be replaced at a greater outlay than was made for the materials actually 
involved in the sale, produce fictitious profits which are not cash profits. 

Any attempt to use these profits for payment of dividends—or even 
for the payment of taxes (the revenue laws consider them taxable 
income)—overlooks the fact that they have already been used for the 
maintaining of inventories and are not cash profits at all. 

It is easy to see how this situation can be an important reason why 
businesses in times of rising prices increase their borrowings at the 
banks. They want to spend their profits and have them tied up in 
inventories at the same time. 
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What really happens in most businesses when inventory profits are 
the basis for dividend declarations or for some form of business ex- 
pansion is that money is borrowed for the purpose. But it is seldom 
realized that it is borrowed money, not profits, that is being spent. 
Moreover, the inventory profits which influence the decision to spend 
are insecure and open to the risk of price declines, which can com- 
pletely cancel them. The debts, on the other hand, remain in the form 
of firm contracts, which can be reduced only by being paid off. 


PROFITS FROM INVENTORY SPECULATION 


In discussing inventory profits and losses it is natural to ask whether 
it is not possible to earn true, or cash, profits from speculative opera- 
tions in inventories; that is, from buying more inventories than are 
needed at low prices and then actually liquidating them when prices 
are high. 

The answer is that this is entirely possible for the individual busi- 
ness. When such a transaction is completed it would be possible, con- 
sistent with the discussion above, to contend that these are true profits 
just as realized capital gains are true profits to the individual receiving 
them. 

But there are two other comments to be added. First, comparatively 
few business men have been able to do this successfully. Expanding 
business usually prevents the easy liquidation of inventories at the 
right time. So far as the needs of the business are concerned, most 
firms find that periods of low prices are times when the tendency is all 
in the direction of small inventories, while high prices have a habit of 
coming at a time when there is a need for expanding inventories rather 
than liquidating them. 

This leads to the second point. So far as records of total inventories 
are available, the business system as a whole does not buy cheap and 
sell high. Inventories remain very large until prices have fallen a long 
distance from the peak. Someone in the business system must certainly 
be taking inventory losses that are fully as large—very likely larger— 
than the inventory gains that came with the preceding price advance. 

And this is the thing that is important from a business cycle point 
of view. While the phenomenon of inventory gains and losses has many 
complicated aspects in the account books of individual businesses, its 
business cycle significance is pretty clear. The emphasis commonly 
placed upon inventory speculation and changing inventory holdings 
for individual firms gives way to a remarkably stable pattern for the 
business system as a whole. 

Moreover, the degree of fluctuation (other than seasonal) in the 
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physical volume of inventories, of consumers’ goods, at least, is rela- 
tively small compared with the total volume of such goods which are 
a part of the regular permanent stock of inventories. And on this vast 
permanent stock of goods, inventory gains and losses cannot be 
avoided so far as the whole economy is concerned. 


WHAT CAN BE DONE ABOUT IT 


Unlike most of the economic arrangements which have been con- 
sidered unsatisfactory in our business system, there are indications 
that it would not require an imposing new alphabetical administration 
to do something toward correcting the serious effects of inventory 
gains and losses. 

It has been pointed out that perhaps the biggest trouble is that 
businessmen fail to recognize the illusory nature of inventory gains 
and losses when they come. The fine profits which the books show in 
a period of rising prices are not only illusory, but they are distinctly 
temporary, so long as prices continue to move down as well as up. 

If inventory profits could be eliminated from current income state- 
ments, by the theoretically simple device of regarding the basic invest- 
ment in inventories as an item of permanent capital, then reported 
earnings would be much more stable than they now are. Not only 
would businesses be relieved of a source of profit and loss which is 
entirely outside their control, but stated earnings would then reflect 
much more reliably the actual cash earnings realized. The cost of goods 
sold would be based upon the replacement cost of those goods—not 
upon the cost at which raw materials happened to have been purchased 
at some time in the past. Businessmen would not be so inclined to 
expand fixed investment and inventory out of so-called profits if they 
were made to realize they were doing it out of borrowed money, rather 
than out of true profits. Dividends would not be distributed in the 
same way; presumably they would be much more stable. 

These are all important business-cycle elements. So long as prices 
fluctuate with business conditions, and as long as businessmen are 
guided by results which reflect inventory gains and losses, business 
policies will almost without exception be influenced in the directions 
that will amplify cyclical swings. 

There are several methods of accounting which will eliminate in- 
ventory profits and losses from reported earnings. The principal ones 
are the base-stock method, the last-in first-out method, and the in- 
ventory reserve method. These methods will not be described here but 
there is an ample literature explaining them. 

There is beginning to be a recognition of the need for such a revision 
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of accounting methods on the part of businessmen, economists, ac- 
countants, and government officials. Several important trade associa- 
tions and many eminent accountants are vigorously promoting such 
a change. 

The last-in first-out method is recognized in the Revenue Act of 
1938 as an acceptable method for determining taxable income under 
certain conditions and in certain industries. This provision, however, 
while it is a part of the law, was opposed by the Bureau of Internal 
Revenue, and it is so circumscribed with restrictions that it cannot be 
applied before the law is revised. The revision of the Federal revenue 
laws to permit the exclusion of unrealized inventory gains and losses 
from taxable net income would be one of the most constructive moves 
that could be made to promote business stability. 

There are many problems in the field of inventory profits which are 
undoubtedly unsolved. The field is a promising area for truly fruitful 
research. But the recognition of the problem itself—which, after all, is 
half the battle—has reached a stage where those discussing it are no 
longer considered wild economic or accounting heretics. 

Perhaps the title “Price Policies in the Business Cycle’? should be 
changed so far as this paper is concerned to read “Price Cycles in 
Business Policies.” In any event, there is convincing evidence in busi- 
ness records that the effects of price fluctuations upon inventory values 
is definitely a first-rate business-cycle factor. If price fluctuations could 
be prevented from producing fictitious inventory profits and losses, 
there would be much less concern over the part which business policies, 
relating to prices and to many other things as well, play in causing 
cyclical extremes. 
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CONCEPTS USED IN UNEMPLOYMENT SURVEYS* 


By Joun N. WEBB 
Works Progress Administration 


oO mucH has been said and written about the difficulty of defining 
~ unemployment that it may properly be asked “How have the un- 
employment surveys and censuses of recent years been able to measure 
what is so hard to define?” A partial answer to this question is that a 
formal definition of unemployment is not an essential element in 
unemployment surveys. What is essential, however, is that the con- 
cepts which determine the final results provide a logical and compre- 
hensive substitute for a formal definition of unemployment. 

Not only is there an increasing demand for accurate measurement 
of unemployment, but more is expected of the measurements that are 
made. A few years ago a count of the number of persons out of work 
was considered an important contribution; today, a count is only one 
of the facts that must be determined. For example, public assistance 
programs want information on unemployment by families, cases, or 
households; moreover, these programs frequently require that a dis- 
tinction be made between the unemployment of primary and secondary 
workers in the family group. New terms such as “employables,” 
“unemployables,” “reentrants,” and “partly unemployed” attest the 
rapid development of specific types of information that are desired in 
addition to the total number of unemployed persons. 

In view of the greater demands made of unemployment surveys 
today, it is appropriate to examine the adequacy of the basic concepts 
that have been used in surveys made during recent years. Periodic 
evaluation of past procedures and constant experimentation with new 
methods are essential to improved measures of unemployment. 

More than 40 surveys of unemployment! made between the years 
1929 and 1937 provide the factual background for the discussion of 
concepts presented here. Although these studies differ considerably as 
to coverage and method, they have one basic procedure in common. 
This procedure is the method by which the total population in the 
civil division studied—that is, the city, county, State, or nation—is 
divided into two groups, one to be included in the unemployment in- 
quiry and the other to be excluded. 

The use of a common procedure may not be immediately apparent 
from an examination of two surveys, one of which, for example, includes 

* A paper presented in summary at the One-hundredth Annual Meeting of the American Statis- 
tical Association, Detroit, December 27, 1938. 


1 A complete list of the studies examined in connection with the article may be obtained in mimeo- 
graph form from the Division of Social Research, WPA. 
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all persons without regard to participation in economic activity, while 
the other one includes only “persons 18 years of age or over, except 
women not usually employed.” “The Michigan Census of Pepulation 
and Unemployment”? is an illustration of the first type of study, and 
the studies presented as “Unemployment in Buffalo”® illustrate the 
second type. Still another type of survey excludes even more of the total 
population than the Buffalo studies. In 1929 the Philadelphia survey 
of unemployment? listed the number of persons in the family who were 
usually employed, but enumerated the personal and economic char- 
acteristics only of those who were unemployed. This type of limitation 
was carried even farther in the direction of excluding all but a particu- 
lar part of the population in the National Unemployment Census of 
November 19375 which sent a schedule to every household but required 
a report only from the unemployed or partly employed worker who 
was able to work and wanted work or more work. 

These four surveys illustrate the range of population coverage that is 
found among the surveys examined. At one extreme every person in 
the family or household was enumerated; at the other extreme, only 
the unemployed or partly employed worker who was able to work and 
wanted work is included. The method common to all of the studies 
was that by which the total population was “sorted down” to the un- 
employed. When all persons are enumerated the sorting takes place 
after the field enumeration; when only part of the population is cov- 
ered, the sorting takes place at the time of enumeration. 

These sorting devices serve in place of a definition of unemployment 
in studies using the interview method of obtaining unemployment 
data. In effect, the concepts that underlie these devices become defini- 
tions of unemployment when the sequence of “sorters” in each survey 
is traced. Clearly, then, the validity of the results depends upon the 
soundness and efficiency of these concepts. Two considerations by 
which these sorter concepts may be judged are objectivity, and appli- 
cability to the determination of unemployment at a particular point in 
time. 

The concepts used in separating the total population into subgroups 





2 Michigan State Emergency Welfare Relief Commission, Lansing, Michigan, 1935. For reports 
eee First Series Nos. 1-10, inclusive. 

* Croxton, Fred C., and Croxton, Frederick E., Special Bulletin No. 163, New York State Depart- 
ment of Labor; Croxton, Frederick E., and Croxton, Fred C., Special Bulletin No. 167, New York 
State Department of Labor; Croxton, Frederick E., Special Bulletins Nos. 172 and 179, New York 


State Department of Labor. 
4 Dewhurst, J. Frederic and Tupper, Ernest A... . Social and Economic Character of Unemploy- 


ment in Philadelphia ... University of Pennsylvania, Wharton School of Finance and Commerce. 
Industrial research department. June 1930. 

5 Census of Partial Employment, Unemployment and Occupations: 1987, Washington, D. C., 1938, 
Vols. I to I1I. 
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provide the first step in the determination of unemployment in field 
surveys. The sorter concepts used in the principal surveys of recent 
years are the familiar ones of “gainful worker,” “ability to work,” 
“wanting (willingness) to work,” “age,” and “seeking work.” Varying 
combinations of these concepts were used in the several surveys. For 
instance, to be included in the unemployment returns of the survey 
reported as “The Incidence of Work Shortage in New Haven, 1931”° 
a person had to be a “gainful worker,” over 14 years of age, “able to 
work,” and “wanting work.” 

The relation of the sorting devices to the final determination of un- 
employment may be seen from the following illustration. In the Decen- 
nial Census of 1930 the sorter sequence that eventually determined un- 
employment began on the population schedule (Form 15-3b) in the 
form of an entry in column 25, of the “gainful occupation pursued 

. } or ‘none’ (that is, no gainful occupation)” for every person enu- 
merated. By means of this entry the total population was divided 
into two broad groups, gainful workers, and persons who were not 
gainful workers. There was no definite time factor involved; that is, 
the entry did not depend upon activity at any particular point of time 
or for any specified duration. 

The next step in the sequence was also on the population schedule in 
the form of an entry (column 28) of “yes” or “no” to the question 
“Employment; whether actually at work yesterday (or the last regular 
working day).” At this point, a time factor came suddenly into opera- 
tion, so suddenly in fact, that it required quite a bit of explanation to 
make it practicable in a variety of special situations encountered dur- 
ing the enumeration. 

Having sorted the total population down into gainful workers and 
other persons, and then having sorted the gainful workers into those 
working and those not working, the unemployment inquiry was under- 
taken on a separate schedule (Form 15-95). Entries were to be made 
on the unemployment schedule only for those gainful workers on the 
population schedule who were not at work, that is, who answered “no” 
in column 28 of that schedule. 

Since all quantitative surveys of unemployment use some sequence 
of sorters in determining the volume of unemployment, and since these 
sorter sequences serve in place of a definition of unemployment, it is 
appropriate to examine them in terms of objectivity and applicability 
to the determination of unemployment at a particular point in time. 

Among the surveys examined, the gainful worker concept easily 


* Hogg, Margaret H., The Incidence of Work Shortage, Russell Sage Foundation, New York, 1932. 
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ranks first in order of importance. Any person who has done gainful 
work satisfies the primary qualification for inclusion among gainful 
workers, though he may be excluded from the unemployment count 
on other grounds. The fact of gainful employment can, in most in- 
stances, be readily established; as a result there can be little question 
about the objectivity of this concept. 

Despite this advantage, the gainful worker concept has some very 
obvious limitations, particularly during a period of prolonged depres- 
sion. The one most frequently noted is its automatic exclusion of “new 
workers,” i.e., inexperienced first job seekers, all of whom should be 
counted as unemployed in the labor market sense, and most of whom 
would be counted as unemployed in the needs sense.’ This particular 
limitation of the gainful worker concept may be stated more broadly 
as follows: the total number of gainful workers available for employ- 
ment at any one time is not the same as the total available labor 
supply at that time. 

The size and membership of the total available labor supply varies 
with economic conditions. A household may have only one worker 
when the head of the household is working full-time, but may have two 
or more when the head loses his job, and the wife or children suddenly 
become active job seekers. Unless they find work, these temporary 
entrants into the labor market cannot be regarded as gainful workers. 

In measuring unemployment, however, it is the total labor supply 
—entrants, reentrants, temporary as well as permanent participants 
—that must be examined; and this examination must refer to a specific 
point in time. Thus, while the gainful worker concept meets the re- 
quirement of objectivity, it is open to question on the requirement of 
applicability to the determination of unemployment at a particular 
point in time. 

A growing realization of the limitations of the gainful worker con- 
cept as a base for measuring unemployment has led to placing greater 
reliance on the concepts of “able to work,” and “willingness (wanting) 
to work.” One or both of these concepts have frequently been used in 
connection with the gainful worker concept, so that the shift is largely 
one of emphasis. Ability to work and willingness to work are widely 
held to be logical and unambiguous tests that can readily be applied 
to the measurement of unemployment. The difficulty with these con- 
cepts lies in their lack of objectivity—just the reverse of the case with 
the gainful worker concept. 

Just what does “ability to work” mean? In large part it means the 


7 It should be noted that in recent years most unemployment surveys make special provisions for 
including new workers. 
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absence of physical handicaps to employment; but how is a determina- 
tion of this kind to be made in field surveys by the average enumerator 
except by taking the respondent’s word in all but the most obvious 
eases of disability. Ability to work is a relative matter. When, for 
instance, does age become a handicap as real as the loss of an arm or a 
leg? Ask the unemployed miner of 55 years if he is able to work and the 
answer most likely will be “yes;” ask him why he lost his job and he is 
very likely to answer “too old.” Ability to work, therefore, is not a fact 
that can be determined objectively in many important instances. 

Ability to work is frequently paired with “wanting work” or with 
“willing to work” in such a way that an affirmative response to both is 
required to qualify the individual as eligible for the unemployment 
inquiry. In application, the “able” and “willing” concepts are subject 
to the same objection, i.e., they lack objectivity. 

“Wanting work” or “willing to work” however the concept may be 
expressed, is again a relative matter that can be determined accurately 
only in the presence of an actual job offer. A large number of Mexicans 
in San Antonio, Texas are “willing to work” for the low wage of 4 to 5 
cents an hour in the pecan shelling industry; a surprising number of 
youths—new entrants to the Jabor market—have been found willing 
to work for nothing in order to gain experience for lack of which they 
have been unsuccessful in their job seeking. On the other side, most 
highly skilled workers—machinists, carpenters, bricklayers, etc.—are 
willing to work only for a wage that contrasts sharply with the pre- 
vailing rate among unskilled workers. Moreover, “willing to work” is 
not only relative as between an individual and a particular job, it is 
also relative as between the individual and economic conditions. Thus, 
even if willingness to work could be tested by an actual job offer, the 
test would have to be highly variable. 

Another objection to this concept is that it cannot be expressed in 
neutral terms for field inquiries. The prolonged discussion in the public 
press about whether the unemployed—particularly those on relief— 
would work if jobs were offered has so colored the words in which 
“wanting” and “willing” to work can be expressed that the question is 
“loaded” when asked.® A good illustration of this coloration is found 
in the oft repeated statement: “Anyone who really wants a job can 
find one.” 

The three concepts discussed up to this point have, in one combina- 
tion or another, determined what part of the total population was eli- 
gible for an inquiry about unemployment. This is true despite the fact 


8 For an interesting discussion of the bias resulting from the use of “colored” terms in survey 
questions, see Spingarn, Jerome H., “These Public Opinion Polls,” Harpers Magazine, December 1938. 
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that age limits have been used in most of the important surveys of 
recent years. Age, however, is less a concept of unemployment than 
a mechanical sorting device for excluding the very young and the very 
old who are considered to be outside the customary age range for 
economic activity. 

There remains only one other concept—‘“seeking work”—that has 
been used to any extent in surveys of unemployment. Its use has been 
largely that of asecondary “sorter” applied to those who had previously 
passed the test of “usually works,” “able to work,” or “wanted work.”® 

It is difficult to see why the “seeking work” concept has not been 
more extensively used in unemployment surveys; not as a secondary 
sorter, but jointly with “working” as the best means of identifying the 
total labor supply. Like “working,” “seeking work” is an activity that 
can be reported in terms of what the individual is doing at the time 
of inquiry. It does not depend upon a judgment by the respondent; 
and it can readily be phrased in neutral terms. Moreover, it meets the 
test of applicability in the determination of unemployment at a par- 
ticular point in time more closely than any of the other concepts. 

The best demonstration of an individual’s ability and willingness to 
work is an active search for work, a fact that has been recognized in 
instructions to enumerators where it is sometimes suggested as a means 
of judging cases that offer difficulty of classification in terms of “abil- 
ity” and “willingness” to work. In addition, an active search for work 
demonstrates availability for suitable employment as required by the 
eligibility rules of unemployment compensation systems. Unemploy- 
ment determined by the seeking work concept is what the United 
States Employment Service reports by an inventory of its active files.’ 

Finally, unemployment measured by means of the “seeking work” 
concept distinguishes the unabsorbed portion of the active labor supply 
in the sense used by the economist in analyzing the supply of, and the 
demand for, workers. Thus, to objectivity and applicability there may 
be added the further advantage of uniformity of meaning with the 
theoretical approach to the problem of unemployment. 

The advantages claimed for “seeking work” over the concepts used 
in most surveys made in recent years can be more fully appraised from 
an actual outline of an unemployment survey" which uses this concept 


* “Actively seeking work” was one of the concepts used in the sample survey taken to check the 
results of the voluntary registration census of November 1937, which did not use this concept. See 
Dedrick, Calvert L., and Hansen, Morris H., The Enumerative Check Census, Vol. IV, of the final repo-t 
of the National Unemployment Census, Washington, D. C., 1938. 

10 Survey of Employment Service Information, February 1938, United States Employment Service, 


Department of Labor, p. 1. 
1! The author wishes to acknowledge the assistance of his associates, particularly Katherine G. 


Parker and Gordon M. Murray, in the planning of this survey. 
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to determine unemployment. The remainder of this article is given 
over to a description of such a survey. 

The survey to be described was formulated by the Division of Social 
Research, WPA, for use in an exploratory study of unemployment in 
selected urban areas, including some in which the long-time unem- 
ployed offer a particularly difficult problem of relief administration. 
In order to minimize the risk of error in departing from established 
procedures in unemployment surveys, a few basic rules were set up 
for guidance in planning the field schedule. The rules were: 


Every person in the unit of enumeration (the household) must be accounted 
for either in terms of participation in the labor market or in terms of the 
reason for nonparticipation. In other words, there must be no “pre-sorts” 
of the total population that is to be examined for unemployment. 

The objective tests of “working,” and “not working but actively seeking 
work” must be used in a way that distinguishes sharply the active part of the 
labor supply at a particular point of time. 

At the same time the inactive part of the labor supply must be distinguished 
with sufficient clarity to permit combination with the active part for some 
analyses, and for comparison with other studies. 

The field schedule must not be unduly complicated or make more than 
ordinary demands upon the ability of the enumerator. 


The number and arrangement of schedule questions that conform to 
these rules is by no means fixed. The number and arrangement outlined 
below is simply that which seemed best adapted to the needs of a par- 
ticular inquiry. For convenience in discussion, the questions are ar- 
ranged by sections as they appeared on the test schedule. The unit of 
enumeration was the household, and the time interval, one week. 

The first section “A,” is concerned with the personal characteristics 
of each member of the household. 

















A. Personal characteristics 
Last 
Line Age Color | yfari- | school 
No. Name Relationship last Sex and tal | grade 
to head birth- na- | status! com- 
day tivity pleted 
(1) (2) (3) (4) (5) (6) (7) 





























This section requires no comment other than that the questions are 
the standard ones found in most population studies, and that this 
section lists the total population for subsequent examination as to 
participation or nonparticipation in economic activity. 

The way in which “working” and “seeking work” can be used to dis- 
tinguish the active part of the labor supply, and at the same time dis- 
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tinguish the inactive part from the remainder of the population, is 
shown in section B. 



































B. Activity during census week of ................0000:: I . cpcieuededkenseewee kee 
ee : ; . a Not working | Not working and not 
Working (include persons assigned to WPA, NYA, fect cite actively seeking work 
and other Emergency Work Programs or CCC) ly seeking 
work. (Give Date 
Class Date date this reason 
Hours job period of Reason for | became 
7 worker worked began seeking not actively effec- 
Occupation Industry or ] work began) | seeking work tive 
pro- Full| Part Mo. Y —__—_———_ _—— 
gram |time time} “*°-| *™-| Mo. Yr. Mo.| Yr. 
(3) | = @ (10) | a) (12)} (13) (14) (15) (16) 





























(On the actual schedules, columns 8, 9, and 15 will be made much wider.) 


The entries in section B distribute all members of the household into 
three groups depending on their activity during the census week. These 
groups are: persons actually at work during the census week who re- 
ceive pay, profit, goods or services for their efforts, or who assist in the 
production of marketable goods without pay (i.e., unpaid family 
workers); persons not working but actively seeking work during the 
week; and persons who are not actively in the labor market during the 
week. 

The first group—persons working—includes the employed in the 
sense of persons engaged in productive activity at some time during 
the week. The inclusion in this group of persons employed on emer- 
gency work programs such as the WPA, and persons engaged in unpaid 
family work, not only simplifies the definition of employment by 
making it depend on activity within a week, but also takes account of 
the fact that many emergency program and unpaid family workers 
consider themselves employed in the ordinary meaning of the term. 
The entry of type of worker or program” for each occupational and 
industrial entry identifies these workers and permits their segregation 
for purposes of analysis. 

This method of handling entries of employment relieves the enumer- 
ator of the task of deciding what types of work constitute “employ- 
ment” before making entries for persons working. The fact that emer- 
gency program and unpaid family workers are tabulated as separate 
groups in the working population allows the user of the returns to 

2 ].¢., wage earner, employer, own account, unpaid family worker not seeking work for pay, 


unpaid family worker seeking work for pay, apprentices without pay and persons working for experi- 
ence only, WPA, NYA, other emergency work programs, and CCC. 
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decide whether, for his purposes, they were to be considered as em- 
ployed, unemployed, or as a special group. 

In the second group—persons not working but actively seeking work 
—are included those workers who are unemployed in the strictest sense 
of the word, namely, persons without jobs of any kind who were ac- 
tively seeking employment. For purposes of comparison with other 
studies it is a simple matter to add to this group the emergency pro- 
gram workers and persons whose reason (column 15) for not actively 
seeking work during the census week is that their separation from 
employment is of a temporary nature. 

Persons not actively seeking work during the census week consist 
principally of individuals who are outside the labor market—children, 
students, housewives, retired workers, invalids, the physically in- 
capacitated, etc. But it will also include and identify workers who do 
not fit readily into either the employed or the unemployed groups dur- 
ing the week of inquiry; this includes workers on strike, seasonal work- 
ers who are idle but are not seeking work, and workers who, being at- 
tached to industries (e.g., coal mining) which have stopped operations 
for an indefinite period of time, are not seeking work because they 
know none can be had. 

These “in-between cases,” which are neither employed nor unem- 
ployed in the ordinary sense, are troublesome far beyond their numeri- 
cal importance. For example, there is the perennial problem of what 
entry should be made for the worker on layoff in a one-industry town 
where that industry has closed for an indefinite period of time. To 
report workers in this situation as employed because they would have 
a job if and when the industry reopened is to bring into question the 
meaning of the term “employed.” The fact in this case and in many 
others is that the worker and the market for his services have become 
separated; and it seems logical to show this separation, particularly 
since it would disclose “stranded” workers within the total population. 

A further advantage of recording the reason for not actively seeking 
work is that it rounds out a full report on the total population being 
studied. The entire group is classified according to one concept—labor 
market activity during a specific week. The total available labor supply 
is identified, and reasons are given to explain why some part of the 
population is not included in the available supply at the time of in- 
quiry. 

It would be possible to stop here and still obtain a good picture of 
employment, unemployment, and the distribution of the total popu- 
lation according to what they are doing at a particular point in time. 
It would not, however, be possible to obtain from so brief an inquiry, 
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much needed information on duration of unemployment from the 
last nonrelief job, the duration of the last job, the “usual occupation,”™ 
and the length of time since the usual occupation was followed. A third 
section, therefore, has been added which although not essential to the 
determination of employment and unemployment, materially increases 
the amount of information obtained by the survey. 








C. Activity prior to census week of ............0-eeeeeees 
































Last full time private job of 2 weeks or longer Usual occupation 
Last job of 2 weeks 
Date job: or longer 
Oceu- In- “— Occu- In- Date job: Class 
pation | dustry eee theme Ended pation | dustry —w cain m: " 
Mo.| Yr. Mo,| Yr. Mo,| Yr. | Mo.| Yr. sanmeel 
(17) (18) (19) (20) (21) (22) (23) (24) (25) (26) 
































(On the actual schedules, columns 17, 18, 22, and 23, will be made much wider.) 


In addition to extending the amount and the scope of the informa- 
tion obtained on employment and unemployment, section C achieves 
a needed simplicity by bringing together in one place information on 
the worker’s past experience without in any way altering or complicat- 
ing the determination of what he was doing at the time the inquiry 
was made. In a sense, section C is a supplement to section B, and allows 
the inquiry outlined in this paper to be used either in a “short form,” 
i.e., sections A and B, or in a “long form,” consisting of sections A, 
B and C. 

Viewed as a supplementary inquiry, section C offers a compromise 
between the minimum of information required of unemployment sur- 
veys, and the much desired work-history record that is not feasible 
except on a very small scale. 

In presenting this outline of a survey of unemployment, the main 
purpose has been to emphasize the objectivity of the inquiry from the 
point of view of field enumeration. The objectivity of this procedure 
arises out of the simple fact that it reports what the worker is doing 
within a particular unit of time. If a person is not working, he either is 

8 There is much variation in definition of what constitutes “usual occupation.” The intent of this 
question is, in general, to find out what trade or profession the worker customarily follows. While it 
may have been easy at one time to obtain a clear-cut answer to this question, it is certainly no simple 
matter after 8 years of widespread unemployment. In the plan outlined above, the usual] occupation 


has been defined as: “The occupation that the worker, in the light of his work experience and training, 
regards as his usual occupation.” 
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or is not actively seeking work. To the question, then, “Are you ac- 
tively seeking work?” the person need merely answer on the basis of 
his actual performance. 

It is urged, then, that activity as a test for determining unemploy- 
ment is not only simple of definition and of application to enumeration, 
but that it would also clarify the meaning of returns by relating them 
to the way in which the labor market does operate. And finally, its 
use would provide a basis for standardization of reports that is much 
needed at the present time. 


Discussion 


The Department of Labor is vitally concerned that the Census of 1940 
provide a much better basis than any previous census has provided for con- 
tinuing statistics on employment and unemployment. To this end it is es- 
sential that more satisfactory definitions of employment and unemploy- 
ment be adopted than those used in the Census of 1930. Experiments since 
then lead us to the conclusion that it is desirable to use a definition based 
wholly on “labor market activity” rather than one based in whole or in part 
on a more or less subjective opinion as to status. We are inclined to agree 
that the questions, “Are you actively seeking work?” and “If not, why not?” 
as proposed by Dr. Webb, constitute a satisfactory basis for such a defini- 
tion. It will be important, however, to distinguish persons whose reasons 
for not seeking work are such as to indicate that they are in fact part of the 
unemployed labor force. 

In one respect this classification should probably be modified. “Working” 
and “seeking work” are not mutually exclusive categories. There are a num- 
ber of cases in which a person could quite properly report that he was both 
“working” and “actively seeking work.” The most obvious case is the person 
who merely wants another job. He is clearly not unemployed, although he 
may be registered at a public employment office and therefore be included 
in the count made by the United States Employment Service from its active 
file. If, however, this person is working as an unpaid family worker, or is 
self-employed at a “stop-gap” job, his exclusion from the unemployed class 
may be much more questionable. It is important to have information as to 
the number of persons in this uncertain group. This could be accomplished 
by making the “working” and “seeking work” classifications independent. 

The casual worker is in the same class. He does not want to change jobs, 
but since his “jobs” last only a day or two, “seeking work” is, for him, a nor- 
mal activity. The important thing here is to distinguish (1) those who are 
seeking work in other fields, (2) those who worked so little that they can be 
regarded as virtually unemployed, and (3) those who worked part-time but 
were actively seeking more work. These classes can be distinguished if a 
question on “hours worked” is included on the schedule and if provision is 
made on the “seeking work” question for answers of “seeking more work” 
and “seeking other work.” 
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It has already been suggested that the significant factors related to em- 
ployment and unemployment are different for different classes of workers. 
It follows from this that an adequate classification by class of worker is es- 
sential. Different criteria of labor market activity are required for different 
classes of workers, and (perhaps even more important) an entirely different 
significance attaches to employment or unemployment in certain fields. For 
casual workers, employment does not have the definiteness that it has for 
most wage earners, while under certain conditions unpaid family workers 
and self-employed persons may be properly regarded as unemployed. 

For Census purposes, some arbitrary definition of employment must, of 
course, be adopted. It will probably be necessary to consider a person em- 
ployed if he worked at any time during a given week. Consider, however, the 
effect of applying this definition to casual workers such as longshoremen. In 
most ports, the organization of the labor market is such that most of those 
who are actively seeking this type of work will get some work each week. 
During the depression, the number of longshoremen actively seeking work 
probably increased. Seamen, unable to find jobs on vessels, sought longshore 
work. Because of the work-sharing arrangements which prevail in the long- 
shore labor market, it is probable that the number actually working during 
any particular week also increased. In cases of this sort, the daily average 
number employed is more meaningful as a measure of employment than the 
number working at any time during a given week. For practical reasons, 
daily average figures cannot be obtained from a census tabulation, but if 
casual workers are clearly segregated in the census tabulations and publica- 
tions, estimates of employment can be made later on the basis of data on 
hours worked. 

The Bureau of Labor Statistics, like other agencies estimating monthly 
changes in total employment in the United States, uses data from the popu- 
lation census as a base for measuring the relative importance of different 
industries. The population census is the only source from which an overall 
picture of employment may be obtained. For those industries for which 
satisfactory industrial census data are available, the industrial censuses 
furnish a better base than do censuses of occupation figures. But in many 
fields there are no industrial census data, and no prospect of securing such 
data in the near future. For these fields reliance must be placed on the Census 
of Occupations. And if Census of Occupations data are to be used in this 
manner, it is essential that the industrial classification used be as nearly 
comparable as possible with that used in the various industrial censuses. 

A clear-cut distinction between the classification by occupation and the 
classification by industry should be made in the editing and tabulation of 
census returns. The 1930 Census was rather seriously deficient in this re- 
spect. In part this was a result of inadequate basic data and in part of the 
editing and coding procedure. Certain occupations—for instance, telephone 
operators—were arbitrarily assigned to a single industry. Thus, even in the 
industry tabulations, a telephone operator in a business establishment or an 
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apartment house was classified in the telephone and telegraph industry. The 
result was that the census figures for operators alone exceeded the Bureau of 
Labor Statistics’ estimate of the total employment in the industry, which 
was based on the industrial census. 

Another essential is more complete tabulations by industry and more de- 
tailed publication of the results. The quasi-independent industrial classifica- 
tion which was possible in 1930, on the basis of the coding system adopted, 
was used in only two tables. It seems clear that the proper interpretation 
and analysis of Census of Occupations data for 1940 will require as a basis 
very much more detailed tabulations. 

There are a number of additional problems in connection with the 1940 
Population Census in which the Bureau of Labor Statistics is vitally inter- 
ested. These include a more adequate occupational classification than was 
possible in 1930, provision for a cross-check between Census and Social Se- 
curity statistics, and coordination between the Population Census and the 
various industrial censuses. Such coordination should go further than merely 
to establish comparability of classification. The Bureau would like to see a 
technique developed, somewhat along the lines now followed in the Census 
of Agriculture, by which the Population Census enumerator would secure a 
supplementary business schedule from persons reported as working on their 
own account. 

But in urging that more complete information be secured on labor market 
activity, on class of worker, and on occupation and industry, the argument 
is not based solely on the ground that this information is needed for operat- 
ing purposes. Only by securing such information can meaningful classifica- 
tions as to employment and availability for employment be arrived at. This 
information is needed in order to give significance to any data which the 
Census collects on employment and unemployment. 

The Census of 1940 furnishes us a great opportunity to extend our limited 
knowledge of employment, unemployment and the labor supply. In these 
circumstances, it is to be hoped that far-sighted plans can be made not only 
for the questions to be included in the initial enumeration, but also for an 
improved mechanism for the collection of the basic data, for the classifica- 
tions to be used, and for the form of the final tabulations. 

ARYNESS JOY 
Lorine Woop 


Bureau of Labor Statistics 
U.S. Department of Labor 











BIOSTATISTICAL PROBLEMS INVOLVED IN THE 
STANDARDIZATION OF LIQUID 
HOUSEHOLD INSECTICIDES! 


By F. L. Campse.u,? Georce W. SNEDECcOR,' 
AND W. A. Simanton* 


NTERSTATE commerce in insecticides, drugs and other chemicals that 
| are intended to affect living organisms favorably or adversely is 
controlled by the Food and Drug Administration of the U. S. Depart- 
ment of Agriculture. The laws require that contents and performance 
of such products be truthfully stated on the label. Some products are 
not susceptible to accurate chemical analysis. Others are such that 
chemical analysis cannot be interpreted in terms of biological perform- 
ance. In order to check on the performance of such products it is 
therefore necessary to test them against living organisms and to esti- 
mate their value by the effects produced. These so-called biological 
tests are made not only by law enforcement agencies but by reputable 
manufacturers who wish to maintain the quality of their products. 

Biological tests are most necessary for the determination of the qual- 
ity of liquid insecticides that are used for the control of household in- 
sect pests, such as houseflies, mosquitoes, bedbugs, cockroaches, etc. 
These insecticides consist of a more or less refined kerosene oil in which 
are dissolved materials extracted from certain plants, or certain syn- 
thetic organic compounds, or combinations of natural and synthetic 
compounds. To these materials a perfume may be added. The finished 
product is a dilute solution in oil of complex organic compounds which 
are difficult or impossible to evaluate chemically. The value of such 
liquids is determined by testing them against one of the species of 
insects that they are intended to control. 

The method now used almost exclusively for this purpose is the out- 
growth of a method published by Peet and Grady in 1928.5 Having 
learned how to rear houseflies in large numbers in the laboratory 
throughout the year, they set up a 6 ft. cubical testing chamber within 
which houseflies were released and into which an insecticide was then 
sprayed, filling the chamber with a mist of oil. As the chamber was 
large enough to permit normal flight of the insects, practical conditions 
of application of the insecticide in a room were simulated and at the 


1 This is a combination of three papers and their discussion in a session of the annual meeting of 
the American Statistical Association in Detroit, 1938 

2 Associate Professor Entomology, Ohio State University 

3 Director Statistical Laboratory, Iowa State College 

4 Gulf Research and Development Company, Pittsburgh, Pennsylvania. 

5 C. H. Peet and A. G. Grady. Journal of Economic Entomology, 21: 598 (1928). 
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same time it was possible to control number of flies, dosage, exposure 
to the mist and environmental conditions. For their experimental use 
the method was satisfactory, but when it was adopted for the purpose 
of evaluating and controlling quality of finished sprays, it failed to 
yield concordant results among commercial laboratories that had in- 
stalled Peet-Grady chambers. 

For a time it was believed that if each laboratory should operate the 
method in exactly the same way under the same conditions the mean 
per cent mortality produced by a given insecticide in every laboratory 
would be practically the same. But cooperative tests of the same 
sample in different laboratories showed again and again an enormous 
variation in mean per cent mortality. Even in the same laboratory, suc- 
cessive tests on batches of flies from a single culture proved hetero- 
geneous. Some typical results from one experiment are shown in Table 
1. Clearly, the mortalities in the eight tests differ significantly among 
themselves in an erratic manner. The variations among cultures in the 
same laboratory, as well as from one laboratory to another, were even 
more striking. 

One hopeful fact emerged from these otherwise embarrassing coop- 
erative tests. It became obvious that proper evaluation of an insecticide 
could be attained only by comparing its effect with that of a standard 
insecticide. The results led promptly to the adoption of a standard 
which is used by all Peet-Grady laboratories in parallel tests with in- 


secticides of unknown value. 
TABLE 1 
NUMBER OF FLIES AND PERCENTAGE MORTALITY IN EIGHT SUCCESSIVE 
TESTS WITH A STANDARD INSECTICIDE 

















Test Number of flies Number dead Percentage 
1 145 83 57.2 
2 178 64 35.9 
3 188 83 44.1 
4 143 63 44.1 
5 158 71 44.9 
6 196 92 46.9 
7 172 93 54.0 
8 173 117 67.6 

x? =46.4 df =7 xt on = 24.3 





Some entomologists were not satisfied that variation in results within 
and between laboratories had been reduced to the lowest level consist- 
ent with efficient commercial operation of the Peet-Grady method. 
They set to work to study the influence of various mechanical and 
biological factors on variability of results. It had been known for sev- 
eral years that male houseflies were markedly more susceptible to cer- 
tain sprays than female houseflies, but Murray® was the first to show 
that this difference in susceptibility was an important source of varia- 
tion in the tests. Having exhausted other credible possibilities of varia- 


* Christopher A. Murray. Soap, issue of August, 1937. 
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tion, he decided to resort to the tedious process of segregating the sexes 
among both the living and dead experimental flies. Some typical re- 
sults are shown in Table 2. One is struck by the sex characteristics— 
the uniformity of the mortality for each as well as the difference be- 
tween their susceptibilities. Other experiments confirmed these findings. 


TABLE 2 
MORTALITY OF MALE AND FEMALE FLIES IN 12 SUCCESSIVE 
TESTS FROM A SINGLE REARING CAGE 














































Males | Females 
Number Dead Percentage Number Dead Percentage 
57 40 70.2 52 6 11.5 
58 44 75.8 49 5 10.2 
61 42 68.9 53 5 9.4 
54 33 61.1 45 4 8.9 
48 39 81.2 76 8 10.5 
59 38 64.4 75 5 6.7 
59 40 67.8 60 4 6.7 
47 32 68.1 59 8 13.6 
55 35 63 .6 82 9 11.0 
44 29 65.9 83 5 6.0 
31 19 61.3 71 2 2.8 
41 29 70.7 78 3 3.8 
614 420 68.4 783 64 8.2 
x?=8.6 P =0.66 x?=10.5 P=0.48 








After segregation of the sexes, successive tests from the same rearing 
cage revealed a very stable response to the insecticide. What then was 
the source of the previous difficulties? An examination of the numbers 
in the first and fourth columns of Table 2 suggests the reason. The 
males were predominant in the earlier tests, the females remaining in 
the rearing cage until driven out. The test of the significance of the 
changing probability of male and female representation in the succes- 
sive samples is contained in Table 3. There can be little doubt that the 
variation exhibited in the sample reflects some non-uniformity in the 
sex emergence from the rearing cages. Furthermore, the linear regres- 
sion of percentage on test number is highly significant. 


TABLE 3 
PERCENTAGES OF MALES IN THE 12 TESTS OF TABLE 2 














Number of Number of Number of 
test, X flies males Percentage, Y 

1 109 57 52.3 

2 107 58 54.2 

3 114 61 53.5 

4 99 54 54.5 

5 124 48 38.7 

6 134 59 44.0 

7 119 59 49.6 

8 106 47 44.3 

9 137 55 40.1 

10 127 44 34.6 
11 102 31 30.4 
12 119 41 34.4 
1,397 614 44.0 

x? =36.5 P <0.001 





Regression of percentage of males on test number: Y = 57.7 —2.07 X 
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The question may be raised as to whether the combined mortality of 
the sexes in this experiment exhibits the variation encountered in Table 
1. The data are shown in Table 4, together with the test of significance. 
There is small chance that the probability of death in the unsexed 
insects is uniform throughout the test. But with the refinement of the 
experimental technique not only did heterogeneity of mortality per- 
sist but along with it regression appeared. The percentages characteris- 
tically diminished in successive tests, as might be expected from the 
joint phenomena already discussed. Now, it is well known that per- 
centage kills are related to susceptibility in a non-linear regression. 
Although no lack of linearity can be detected in the small sample of 
Table 4, it is theoretically desirable to use a rectifying transformation. 
For this, the normal deviates of the last column (designated “probits” 
by Bliss?) have been shown to be suitable. Their regression on tests is 
highly significant. The males are liberated first and are highly suscep- 
tible to the lethal spray. Later the females are driven out, but prove 


to be more resistant. 
TABLE 4 


MORTALITY OF COMBINED SEXES IN SERIES OF TESTS REPORTED IN TABLE 2 














Number of Number of Number Normal 
test X ies dead Percentage deviate, Y 
1 109 46 42.2 4.803 
2 107 49 45.8 4.894 
3 114 47 41.2 4.778 
4 99 37 37.4 4.679 
5 124 47 37.9 4.692 
6 134 43 32.1 4.535 
7 119 44 37.0 4.668 
8 106 40 37.7 4.687 
9 137 44 32.1 4.535 
10 127 34 26.8 4.381 
1l 102 21 20.6 4.180 
12 119 32 26.9 4.384 
1,397 484 34.6 
x? =28.7 P =0.0025 





Y =4.929 —0.0504 X 





While Murray’s findings were accepted in principle, his procedure 
of sexing the flies was so tedious as to be almost prohibitive in com- 
mercial work. This led Miller and Simanton® to seek some method that 
might employ test units having similar sex ratios. In the effort to de- 
vise such a method, it was evident that the normal sex ratio of flies 
would have to be investigated. On the basis of 18,440 flies representing 
eleven cultures picked at random over a period of six weeks, the mean 
percentages of males was 51.4, the maximum being 53.5 per cent and 
the minimum 49.6 per cent for any culture. Since these results indicate 


7C. I. Bliss. Annals of Applicd Biology, 22: 134 (1935). 
§ A.C. Miller and W. A. Simanton. Soap, May 1938 issue. 
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clearly the constancy of the sex ratio from culture to culture, it was at 
once apparent that if the normal sex ratio could be preserved, test 
units having sufficiently uniform sex ratios could be obtained. The ob- 
served tendency of the early portion of the culture emergence to be 
predominantly male indicated the necessity of using all of the flies of 
one culture or a representative portion thereof if the inherent sex ratio 
was to be carried over to the test units. To accomplish this the flies 
were divided into test groups while still in the pupal stage, for after 


TABLE 5 


UNIFORMITY OF SEX RATIO IN LARGE GROUP TEST UNITS 
FROM THE SAME CULTURE 








No. of pupae No. Percentage Mean 
Culture drawn males ] percentage 





N 


5 
.O 
8 
3 
7 
2 
1 
.0 
5 
8 
4 
3 
4 
9 
9 
6 
6 
2 
3 
8 
7 
5 
9 
9 


0.25 





the insects have reached the winged stage the male and female flies 
cannot be segregated in large numbers, nor can the sex ratio be readily 
controlled. Continued investigations proved that the insects could be 
separated easily from the rearing medium while in the capsule-like 
pupa stage without injury. By separating the pupae and drawing ran- 
dom samples of 500 from the culture population, test units having 
quite uniform sex ratios could readily be prepared. The data from four 
cultures, together with tests of significance, are presented in Table 5. 
It is clear that satisfactory control of the sex ratio in batches of 500 
can be achieved by this procedure. 

The adult flies may emerge from the pupae over a period of several 
days so that flies of different ages are present in the test units. This 
introduced the question of the relationship between age of the adult 
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flies and susceptibility to a spray. In the absence of data on this point, 
a study was undertaken by the investigators® to determine the reac- 
tion of flies of various ages to the same insecticide. It was found that 
flies at ages less than 3 days varied considerably in their reaction to the 
spray, while flies from 4 to 6 days old exhibited a fairly constant sus- 
ceptibility. One of the interesting findings was the fact that flies less 
than 6 hours old were more easily paralyzed but less easily killed than 
older flies. With these very young flies, males and females responded 
identically to the spray. A difference in the susceptibility of the sexes 
was first observed when the flies were about 21 hours old and increased 
until flies were 2 days old, after which age the susceptibility of the 
sexes assumed a fairly uniform relationship. 

For routine laboratory testing, it is convenient to use the flies at 
the earliest age consistent with uniform susceptibility. Therefore, it 
was considered desirable to have all flies in the test units between 4 
and 6 days old at the time of spraying. It has been shown by Miller 
and Simanton that duration of the emergence period is related to the 
population density in the culture jars. By controlling the size of the 
culture populations, it was possible to obtain complete emergence 
within a 3-day period; thus, on the fifth day after peak emergence, all 
flies in the test units were 4, 5, or 6 days old. 

With the sex-ratio and age factors successfully controlled by the 
use of test units prepared from random samples of the culture popula- 
tion other sources of variability hitherto obscured became evident. 
For example, Murray found that a digestion factor had some influence 
on fly susceptibility—apparently unfed flies are more susceptible than 
those fully nourished. This source of variability was corrected by keep- 
ing food in the cages until the flies were released into the testing cham- 
ber. 

There remains, however, another important source of variability 
that improvement of the testing technique has not affected. This is 
the inherent susceptibility of the cultures. While the replicated tests 
on flies from one culture exhibit only the amount of variation expected 
in random sampling with uniform probability of death, the same in- 
secticide may effect widely different mortalities from culture to cul- 
ture. Also, the comparison of mortalities caused by two insecticides 
of different potencies tested on the same culture may change with 
culture. 

These culture differences, which are present both within laboratories 
and between laboratories, may not prevent the setting up of satisfac- 
tory experiments for the comparison of samples of insecticides. Some 

9 W. A. Simanton and A. C. Miller. Journal of Economic Entomology, 30(6): 917 (1937). 
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evidence is found in Table 6, the analysis of variance of 50 tests made 
on each of two dosages. Two of the tests at each dosage involved flies 
from a single culture. The mean square for replications is appropriate 
for testing the significance of dosage-culture interaction. The latter 
being somewhat less than error indicates rather uniform differences 
between probit mortalities of the dosages in the several cultures. That 
is, although the probit mortality differs significantly from culture to 
culture, the difference in the lethal effects of the two dosages is stable 
and independent of the culture, the regression lines for the several 
cultures being sensibly parallel. 
TABLE 6 


ANALYSIS OF VARIANCE OF PROBIT MORTALITIES DUE TO TWO DOSAGES 
(100 mg. and 150 mg.) EACH APPLIED TO TWO BATCHES OF 
FLIES FROM EACH OF 25 CULTURES 











Source of variation Degrees of freedom Mean square 
Dosage 1 8.5206 
Culture 24 0.1719 
Dosage-culture interaction 24 0.0184 
Replications 49 0.0204 





One fundamental problem is to get experimental evidence that a 
sample of an insecticide of unknown potency is not less lethal than a 
specified standard. Suppose it is decided to test not only the sample but 
also the standard by means of two batches of flies from each of four 
cultures, 16 tests in all. The structure of the analysis of variance of 
probit mortalities is as follows: 


Source of Variation Degrees of Freedom 
Sample vs. standard 1 
Culture 3 
Error 11 
Total 15 


If the sample is significantly greater than the standard, it might be 
certified as having at least the potency of the standard. Rules concern- 
ing the number of tests and the level of significance have not been for- 
mulated. It is clear that more than one sample may be standardized 
in one set of tests. The number depends on the number of batches of 
flies available from each culture, and a decision as to the relative 
number of tests to be made on standard and samples. 

The official grading of insecticides in industry is at present limited 
to the region near the median lethal dosage where the regression of 
percentage mortality on dosage is sensibly linear. There is a tendency, 
however, to market insecticides prepared to effect higher kills. Grading 
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might be extended by either of two methods. (1) Dilutions of the 
standard and unknown preparations could be tested on flies from one 
culture or from each of several cultures. The statistical methods of 
Bliss’ are then available. (2) As there is some doubt about the chemi- 
cal and biological effects of dilutions of these insecticides, dilution 
could be obviated by adoption of a second standard insecticide pre- 
pared to kill a greater percentage of flies, say 80 per cent. Since it is 
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Fig. 1.—Graph for estimating grade from probit mortality. 


known that some transformation of percentage mortality is necessary 
to rectify regression at higher kills, grading may be based on an ap- 
propriate function such as the normal deviate or probit. It may be 
found necessary, also, to transform the dosage scale to logarithms as 
when dilutions are tested. 

A convenient scale for grading may be made by designating the 
lower standard as 1 and the higher as 10, intermediate grades to be 
measured on the arithmetic or logarithmic scale according to the sys- 
tem found suitable. Each standard and unknown sample is to be tested 
by one or more batches of flies from each culture used. Some hypo- 


10 C. I. Bliss. Annals of Applied Biology, 22: 307 (1935). Another paper now in preparation outlines 
other possibilities in grading with simplified tests of significance. 
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thetical results are set down in Table 7. In this table the percentages of 
flies killed have been transformed to probits. The grades for the un- 
known samples were read from a graph like Figure 1. The line drawn 
in the diagram corresponds to the first set of four tests in the table. The 
straight edge is aligned with probits 4.78 for the low standard and 5.58 
for the high. The probit 5.17 for sample A is read on the base line as 
grade 3.05. 


TABLE 7 


HYPOTHETICAL DATA FROM SUGGESTED EXPERIMENT ON GRADING 
LIQUID INSECTICIDES 








Probit mortality 





Culture Low Sample Sample High Sample Sample 
standard standard 

















Mean grade 








As in the procedure for standardizing a sample, rules for grading 
will depend on investigations yet to be made. The logarithmic grading 
scale has been suggested from analogy with known facts about the 
potency of various concentrations of a single insecticide. For compar- 
ing different insecticides the arithmetic scale may be found appropri- 
ate. If the proposed method of grading proves feasible, its application 
can be simplified by the use of coordinate paper made with suitable 
scales. For example, a vertical scale similar to that on so-called “prob- 
ability” paper would obviate the table of probits. Again, easily applied 
rules can be formulated for specification of the grade so that its value 
can be given within limits set to correspond with any desired level of 
probability. 

































ng 
ng 
he 


ri- 
on 
le 
b- 


1e 
of 


AN INDEX OF 10 COMMODITIES, MONTHLY, 1815-60 
IN THE NEW YORK CITY WHOLESALE MARKETS 


By WarrREN F. HickERNELL 
New York City 


HE FOLLOWING monthly index of wholesale prices was compiled in 

1917 to assist in the interpretation of the economic effects of credit 
crises during the period 1815-60. The data are taken from the Shipping 
and Commercial List, New York City, which revised its price quota- 
tions twice a week. The index, therefore, is sensitive to changes caused 
by money market conditions. 

The occasion for constructing this index was the observation that 
historical writers are prone to ascribe prolonged price depressions to 
sensational crashes of the type featured on the front pages of the news- 
papers, whereas the most prolonged depressions have developed on ac- 
count of other factors. For instance, there was a London banking crisis 
in 1818, but the major price decline during 1819-21 was due to an Act 
of Parliament in 1819 ordering the Bank of England to resume gold 
payments. The Panic of 1837 is featured in history books, but com- 
modities declined only 15 per cent. Other factors caused the 50 per 
cent decline during 1839-43, such as the failure of the Bank of the 
United States and the grain shortage in England. The much publicized 
Panic of 1873 is sometimes mentioned as the cause of the price depres- 
sion of 1877-78, whereas the pressure on prices was due to the Resump- 
tion Act of 1875. In every case, the serious work of economic interpre- 
tation begins after the newspaper reporters have finished their work 
of describing the crash stage of a crisis. Without statistical data, some 
transitory factor mentioned at the time of the crash may receive too 
much attention, while the relation of prices to the important gold- 
credit ratio will be ignored. The Index of 10 Commodities for 1815-60 
will be found helpful in the interpretation of the effects of monetary 
developments during that little explored period. (This index was pub- 
lished in graph form in the author’s Financial and Business Forecasting, 
Volume 1, pages 154, 223, 259 and 268. The table of actual monthly 
figures, presented here, was not included in the book.) 

The specifications as to grades for the prices quoted by the “Shipping 
and Commercial List” are as follows: Cotton, middling upland, per 
pound; tobacco, Kentucky, per pound; sugar, New Orleans, per pound; 
beef, mess, per barrel; wheat, Genesee in 1860 and North River, north- 
ern, western and prime white in earlier years, per bushel; wool, com- 
mon, per pound; leather, hemlock sole in the later and soal in the earlier 
years, per pound; rosin, common, per barrel; iron, British pig, per ton 
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AVERAGE PRICE PER ITEM OF A BILL OF 10 COMMODITIES* 





Aver- 
age 





Dec. 





68.4 





67.9 





Nov. 


| 


Oct. 


70.9 





69.1 





67.5 





Aug. | Sept. 


66.2 





July 


66.6 





June 


68.7 





May 


69.8 


Note on Construction 





Apr. 


69.6 





| Mar 


Feb. 





Jan. 


68.6 





26.7 
122.9 


108.7 


121.0 


68.5 








123.8 | 
118.5 
111.2 


67.5 











1817 | 122.0 | 


1815 
1816 
1818 
1819 


1860 


* Monthly quotations were collected on the following list of commodities, the quotations for January, 1860, being 


shown for illustration: 





Tobacco 
Sugar 
Beef 
Rosin 
Iron 
Steel 


Leather 


Cotton 
Wheat 
Wool 


Commodity 


Total Market Value $657.00 





Average Market Value Per Item=$675/10= $67.50. 
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of 2240 pounds; steel, British bars, per ton of 2240 pounds. All prices 
are quotations in the New York City markets the first week of the 
month. 
In the work of selecting commodities, the author found only nine he 
desired, and in order to have the figure ten as a divisor, rosin was added 
as the tenth. Turpentine would have sufficed just as well, as both re- 
flected the foreign trade influence in the ocean clipper age. Where a 
price range was given as the daily quotation (24-25, 38-40, etc.), the 
higher figure was taken. It sometimes happens that the daily “high 
and low” are the high of the best grade and the low of the worst grade. 
The author was not interested to take an average to reflect the bulk 
of sales. Cyclical oscillation was the point of interest, and the high was 
taken to satisfy the desire for uniform quality. Moreover, the high for 
a given day in each month is different from taking the high in a yearly 
range. The latter would be of no interest. But the trend of twelve 
monthly high figures has cyclical quality. 
Interpretation of price oscillations.—The price rise in 1815 (108.0 to 
131.4) was caused by the post-Waterloo scramble for British merchan- 
dise, assisted by the “fool’s paradise” credit inflation in Pennsylvania. 
The post-war deflation was checked during 1816-18 by a “managed 
money” policy in London and Philadelphia. The new (second) Bank 
of the United States, opened in January, 1817, was never able to ac- 
cumulate a normal gold reserve during these two years because exces- 
sive loans to stock speculators in Baltimore and to land speculators in 
the Ohio Valley churned more gold out than the stockholders put in. 
In 1817 the Bank of England permitted wild speculation in commodi- 
ties and London bond dealers underwrote large amounts of Russian, 
Austrian and French securities. But the foreign drain on London’s gold 
in 1818 caused criticism of the Bank of England and “managed money” 
soon came to an end. The British Parliament, in December, 1803, had 
voted to postpone resumption of gold payments until six months after 
ratification of a peace treaty. There were five postponements during 
the “managed money” period: To March, 1815; to July, 1816; to 
July, 1818; then to July, 1819 to ease the gold drain crisis of 1818, and 
finally the Act of 1819, which ordered resumption to proceed gradually 
by a schedule of increasing gold payments for paper money to take 
effect on February 1, 1820, October 1, 1820 and May 1, 1821. The pre- 
war valuation was fixed on the last date and maintained thereafter. 
This relentless progress toward the pre-war gold standard from 1819 
to May 1, 1821 spelled a major decline in prices. Meanwhile, the 
speculators who had ravished the Bank of the United States were 
ousted early in 1819. The new management ruthlessly put the Bank on 
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a sound basis in ninety days by sharply decreasing loans. “The Bank 
was saved and the people were ruined,” says Gouge. The return to a 
gold basis in America in 1819 caused the price index to drop from 
121.0 in 1818 to 84.1 in 1819. The British resumption caused a further 
slump to 65.6 in 1821. 

When gold resumption was accomplished on May 1, 1821 in Lon- 
don, the markets were oversold and inventories were depleted. A re- 
vival of buying caused the index to rally from 65.6 to 81.1. A month 
before Nicholas Biddle became president of the Bank of the United 
States in January, 1823, the index had relapsed to 70.1. The reserves 
of the Bank had risen from $2,000,000 to $7,000,000, the latter figure 
being a third of the total bank reserves of the country. From 1823 to 
1834 Biddle kept the Bank on a sound and conservative basis and 
speculative cycles were not generated in the United States. But in 
England, Parliament released the Bank of England from a previous 
order to use certain gold accumulated to redeem some millions of bank 
notes, and the Bank proceeded to assist a speculative boom during 
1823-25, dealers floating 260 million dollars of foreign loans and nu- 
merous stock issues. In 1825 this boom was topped off and halted by 
excessive commodity speculation, our index rising from 70.3 to 89.4 in 
five months. Meanwhile, Biddle refused speculative loans and invested 
the funds of the Bank of the United States in Federal bonds, so that 
the collapse of speculation in England in May, 1825 found America 
well entrenched to weather the storm. 

The output of the gold mines did not keep pace with industrial pro- 
duction and the price index declined to 62.7 in 1828. In anticipation of 
higher tariff duties in 1828, imports were heavy and the index rose 
from 62.7 to 72.9in eight months, Mr. Biddle increasing loans to im- 
porters. The index relapsed to 63.5 nine months later as the goods were 
liquidated. 

The Bank of England was under fire from the Panic of 1825 to 1833, 
when its charter was renewed by Parliament after skeptical debate. 
During this period of “reform,” speculation was dead in London and 
Philadelphia. Then the price index rose from 62.9 in February, 1833 
to 94.9 in November, 1836, due to the reckless creation of credit 
money without a corresponding rise in the gold base. The inflation 
factors were: 

1. The loans of the Bank of England rose from $21,000,000 in Feb- 
ruary, 1833 to $87,000,000 in February, 1837. The outstanding item 
was assistance to British houses engaged in trade with America. 

2. There was a mania for incorporating joint-stock banks in Great 
Britain,—30 in 1833-35 and 42 in 1836. Numerous private banks be- 
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came branches of corporate banks. In 1836 the total was 119 corporate 
banks with 670 branches. Credit was being mobilized and newly 
created in forms never before present in Great Britain. England had 
new engines of inflation with no norms of experience to guide them. 
By 1836 British commercial credit to America was estimated at 
$100,000,000,—excessive in relation to American purchasing power. 

3. In 1832 Andrew Jackson vetoed the bill to recharter the Bank of 
the United States, which thereupon liquidated its branches in 1833. 
This was followed by the creation of numerous State banks, which 
could inflate without the restraining influence of a central bank having 
a nation-wide control over credit and currency. Mr. Biddle secured a 
charter from Pennsylvania to operate the Bank of the United States 
as a State institution. The Bank of the United States lost its portfolio 
of Federal bonds when the Federal debt was retired in 1834-35. The 
country would have been much better off with a substantial Federal 
debt largely owned by the Bank of the United States, in view of what 
happened, for Biddle invested the funds of the Bank in railroad, min- 
ing and other stocks at high prices and in public lands in the Ohio val- 
ley. Its commercial loans were reduced, but this was not deflationary, 
as merchants increased their loans in England. Its stock loans to cash- 
iers and other friends increased many millions. It had become an engine 
of inflation. 

4. The total banks in the United States increased from 506 to 758 
during 1834-36. Their loans rose 63 per cent, from $324,000,000 to 
$525,000,000. The Treasury had deposited $49,000,000 in 89 pet banks 
as of November 1, 1836. This Treasury money became tied up in specu- 
lative loans. Even the Treasury was a factor in the inflation of credit. 

5. When Jackson demanded over $7,000,000 for the Treasury’s hold- 
ings of stock in the Bank of the United States, Biddle sold the shares 
in London for more than he paid the Treasury. The bonds of Penn- 
sylvania, Florida and other states were freely bought by foreign in- 
vestors, who drew on their banks, thus sending gold to America. This 
aided American banks to expand credit. 

The credit inflation in America, however, was out of proportion to 
the $9,000,000 of specie imported into the country in 1836. Credit be- 
came excessive in relation to gold, and commodity prices were over- 
valued in terms of the gold supply. In Wall Street, call money was 180 
per cent in April, 1836; banks in Mobile resisted borrowers on cotton; 
Boston banks, in June, 1836, hastened to arrange emergency loans to 
merchants who had imported more goods than their customers could 
afford to buy. In July, 1836, the directors of the Bank of England be- 
came alarmed at the amount of gold which the Barings and others were 
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withdrawing for export to America. In August, the Bank announced 
that it would refuse to accept securities indorsed by eight British banks 
dealing in American paper. Stocks dropped in New York, but commodi- 
ties held firm until the end of 1836 because of relief credit from the 
Bank of England. It loaned $7,000,000 to Manchester textile interests 
in November, 1836 and $30,000,000 to Liverpool houses in January, 
1837. It shipped $10,000,000 of gold to the Bank of Ireland, selling 
bonds of European countries back to the Continent to obtain gold. 
Cotton remained at 20 cents a pound until the end of 1836. 

The panic broke in America in March and April, 1837. A short wheat 
crop in 1836 caused America to import wheat from Europe, putting a 
strain upon the foreign exchange situation. Congress had ordered the 
Treasury to distribute surplus funds, about $37,000,000, among the 
states. In January and April, 1837 the states received $20,000,000 from 
the Treasury. Since the total coin in all banks was $37,000,000, the 
distribution of $20,000,000 caused a drain upon some of the 89 pet 
banks holding the Treasury balances. In March and April, 1837, there 
were 168 failures in New York with liabilities of $50,000,000. Manu- 
facturing was at a standstill. Commodities dropped, the price index 
declining from 94.8 in March to 79.4 in September. The fact that the 
banks in America suspended gold payment checked the decline. At 
the current mint price for gold, commodities were still overvalued in 
relation to the gold supply. Mr. Biddle recognized this fact and sought 
to maintain the price structure by keeping the banks off the gold stan- 
dard and pursuing a policy of “managed money.” 

By March, 1838 the Bank of England had reduced it loans to the 
1833 level and its gold was up from $18,000,000 to $50,000,000. Sev- 
eral directors of the Bank engaged in selling American securities to 
British investors, including bonds of Mississippi and other states. Mr. 
Biddle sold shares of the Bank of the United States in London. He 
persuaded the banks in Alabama, Louisiana and Mississippi to remain 
ol: the gold standard when 700 banks in 22 states resumed gold pay- 
ment in 1938, and meanwhile proceeded to corner the cotton market. 
He advanced the price of cotton from 9 cents in 1838 to 15 cents in 
1839. Thus the joint efforts of the Bank of England and Mr. Biddle to 
mobilize credit raised the price index from 81.1 in May, 1838 to 96.0 
in March, 1839. (Compare this situation with 1930-31, when the Brit- 
ish Government and the New York banks were striving to bolster an 
excessive credit position.) 

Short crops suddenly defeated the bankers in their efforts to boom 
business, and prices, with credit not properly based upon adequate gold 
reserves. Great Britain was forced to import $60,000,000 of wheat from 
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September, 1838 to December, 1839. The Bank of England borrowed 
$12,500,000 from the Bank of France and in Hamburg. But so much 
gold had to be exported to buy food that its gold dropped from 
$50,000,000 to $12,000,000. The Continent withdrew funds on deposit 
in London, fearing England would go off the gold standard. The flow 
of credit from England to America completely stopped. The gold drain 
continued, as England had to import 32,000,000 bushels of wheat dur- 
ing 1840-41, and this prevented the Bank of England from restoring 
its gold to a normal figure until the end of 1842. Meanwhile, the strain 
upon the United States was reflected in the fact that the country lost 
$8,700,000 of specie during 1839-41. 

The cotton corner of the Bank of the United States collapsed at the 
first sign of trouble in 1839 and Mr. Biddle left the headship of the 
Bank of the United States after serving since January, 1823. The price 
index dropped from 96.0 in March, 1839 to 65.4 in June, 1840. Liquida- 
tion then halted until September, 1841. Then the combined effects of 
the failure of the Bank of the United States, the repudiation of debts 
by several states on account of low commodity prices and the deflation 
of the banks in the South which had remained off the gold standard 
during 1837-39 reduced the circulation of credit so conspicuously that 
a further slump in prices was in order, especially with the Bank of 
England under pressure during 1840-42. The price index, after stabi- 
lizing from June, 1840 to September, 1841, declined to 45.9 in March, 
1843. At this level, the influence of speculative credit was washed out 
and commodities were no longer overvalued in relation to the supply 
of gold. 

The annual production of the Siberian gold mines rose from $5,000,- 
000 in 1840 to $15,000,000 in 1844. Bank reserves mounted sharply in 
1843-44. California gold output increased from $8,000,000 in 1849 to 
$69,000,000 in 1853. Australian gold production was $3,000,000 in 1851 
and $63,000,000 in 1853. There was more gold than the banks needed 
for reserves. Abundant private hoards developed. In 1837, total specie 
in the United States was $73,000,000, and only $35,000,000 or 48 per 
cent, was held outside bank reserves. In 1854, total specie was $241,- 
000,000, and $181,000,000, or 75 per cent, was in private hands. After 
the panics of 1847 and 1857 the banks rebuilt their reserves quickly 
from private sources. No longer did prices drop back to the pre-panic 
levels. The price index rose from 45.9 in 1843 to 73.5 in 1847, and fell 
to 50.9 in 1848. It then rose to 101.6 in 1857 and dropped to 66.2 in 
1860. 

These oscillations were violent. Wild advances were to be expected 
with over-optimism begot by the conspicuous increase in gold produc- 
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tion. But proper weight was not given to the disappearance of gold 
from commercial channels, the metal being shipped to Asia, Africa and 
European countries which enjoyed large profits from commodity ex- 
ports as prices rose. In due course, prices and bank loans became exces- 
sive in relation to the actual gold remaining in the possession of the 
banks, and violent reactions in prices were necesary to correct money 
market stringencies. 

During the seven years 1849-55 the United States mint coined 
$402,000,000 of gold, but $262,000,000 was exported and little of the 
balance lodged in the banks. In the same period the French mint coined 
$350,000,000 of gold, but the Bank of France gained only $21,000,000 
of gold and its holdings of silver dropped from $100,000,000 to $17,- 
500,000. The silver went to the East. The decline in prices after the 
Panic of 1857 reduced the ability of countries exporting commodities 
to obtain gold, and the metal rapidly accumulated in the banks. The 
specie held by the central banks of England and France rose from 
$71,000,000 in October, 1857 to $215,000,000 twelve months later. In 
the same twelve months the specie in the banks of New York and New 
Orleans rose from $11,000,000 to $39,000,000. 

During the fifteen years 1860-74, American mines produced $896,- 
000,000 of gold and imports were $247,000,000, the total new supply 
being $1,143,000,000; but gold exports were $1,041,000,000. The net 
addition of gold within the country was only $102,000,000 while popu- 
lation gained 42 per cent, railroad mileage over 100 per cent and cotton 
and grain production nearly 100 per cent. Failure to keep the domestic 
gold supply in a proper relation to economic growth caused distress 
and political unrest until 1900, when Alaska and South Africa relieved 
the gold shortage. 








Id 
nd 
2X- 
eS- 


ey 


ed 
he 
ed 
100 


he 
ies 
he 


ym. 
Cw 


6,- 
ly 
et 


on 
tic 
2SS 
ed 





THE STATISTICAL PRESENTATION OF THE EFFECTIVE- 
NESS OF INSTITUTIONAL TREATMENT* 


By GerorcE B. Voip 
University of Minnesota 


T HAS long been said that the principal end and aim of all institu- 

tional penal treatment is the reformation of the criminal.' This 
means that some kind of change in the individual inmate must be 
brought about by the institution so that the offender will leave a dif- 
ferent person than he was upon entry—that is, be a “reformed” indi- 
vidual. In a number of institutions elaborate case work programs have 
been set up for the diagnosis and treatment of offenders—a deliberate 
effort to plan for and facilitate this change or rehabilitation. 

Now if it be true that the chief business of a prison is to change or 
“reform” the individual offender, then it would be natural to expect 
that institutional statistics should attempt to picture the changes 
taking place in the inmates under confinement. Present statistics do 
not do this and out of this fact grows the problem of the title of this 
paper. It is simply this, how can a prison administrator describe sta- 
tistically in his annual report what the prison stay has done for and to 
the prisoner who leaves his institution? This paper will confine itself to 
a brief description of the inadequacy of present institutional statistics 
and will suggest the basis for a more adequate system together with a 
brief outline of more concrete proposals for the inauguration of such 
statistical reporting of the changes taking place in the inmates con- 
fined in penal institutions. 

A vast mass of statistical information is produced every year by the 
penal institutions of the United States. Some of this is on a national 
scale, some of it is statewide, and much more is to be found in un- 
organized form in the numerous reports (published and unpublished) 
of individual institutions. The Census Bureau has sought to give unity 
and comparability on a national scale to part of this information. The 
last report, Prisoners: 1936? includes complete returns from all states 
except three (Alabama, Georgia, and Mississippi). Summary tables 
and detailed information are presented on the following: the conven- 
tional analysis of “movement of population;” “prisoners received” 
analyzed by offense, sentence, recidivism, race and nativity, age, and 
marital condition; “prisoners discharged” analyzed by method of dis- 

* A paper read before the Section on Criminal Statistics of the American Prison Association meet- 
ing in St. Paul, Minnesota, in October, 1938. 

1 See “Declaration of Principles” of the famous Cincinnati Congress of 1870. 


2 Bureau of the Census, Prisoners in State and Federal Prisons and Reformatories, 1936. United 
States Government Printing Office, Washington, D.C., 1938 (83 pages). 
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charge, by offense, sentence, time served and relation between sentence 
and time served, race and sex; also a few miscellaneous items on such 
facts as the number of executions, sex and occupation of institutional 
personnel, etc. While this particular issue differs to some extent from 
the earlier ones in items included, the general form and content is 
very much the same. The various individual institutional reports, as 
well as those published on a statewide basis, repeat much of this 
information with a variety of additions. Thus the individual institu- 
tional reports frequently present statistics on appropriations, admin- 
istrative costs, prison industry costs and productivity, details on the 
activity of the prison school, the hospital, and the prison farm, if 
there is one. 

Discussion of the usefulness or purposes served by these statistics is 
not part of the present problem. Attention is merely directed to the 
fact that, despite their extent and variety, these statistics are all of 
one general type—they describe quantitatively the activity going on 
within the institution, or the condition or circumstances of the inmates 
at some given time during their stay in the institution. There is nothing 
to show change in condition during the stay in the institution. Instead 
one finds a variety of tables based on the entire population of the 
institution showing such things as the number of operations performed, 
pairs of glasses fitted, or number of inmates receiving treatment for 
venereal diseases, etc. The point I wish to make is not in disparage- 
ment of the usefulness or pertinancy of this information, but to em- 
phasize that none of it throws any light upon changes taking place in 
the condition or circumstances of any individual inmate during the 
period of confinement. Unless information is at hand on changes taking 
place in the individual inmates during the period of confinement, no 
basis in fact can be found for any judgment of the effectiveness of in- 
stitutional treatment. 

Statistics on the circumstances or conditions of the inmates at a 
given time are useful and valuable in a description of the general 
criminal population and have their legitimate place in criminology, 
but they are valueless in showing changes taking place in the inmates 
themselves. Let us take a concrete example from the fairly typical 
Report of the Minnesota State Prison for the biennium 1933-1934. 
Statistics are presented on “Education of Prisoners in Confinement” as 
follows: 

The point to be emphasized for present purposes is merely that such 
information tells nothing about what happened to any inmate during 


3 Minnesota State Prison, Twenty-eighth Biennial Report of the Minnesota State Prison for the Fiscal 
Years, 1933-1934, Stillwater, Minnesota, 1934, p. 61. 
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EDUCATION OF PRISONERS IN CONFINEMENT‘ 








Re- Dis- 
ceived charged 


Confined 
June 30, 
1932 


Confined 
June 30, 
1933 


Re- Dis- 
charged 





Illiterate 68 28 26 
Read only 1 1 0 
Read and write 233 41 39 
Common school 822 391 335 
High school 180 76 95 
College 39 11 15 
University 6 2 6 
Business college 14 2 0 
Unascertained 0 0 0 


























Total | 1363 | | 552 | 613 516 1449 





imprisonment. It is interesting to note that there were 33 men classed 
as “illiterate” who entered the prison during the year 1932-33, but 
much more important in getting at the effectiveness of the treatment 
prescribed would be information on how many of these men, if any, 
were still illiterate upon discharge. Present statistics throw no light 
on what the prison has accomplished in dealing with these men. The 
same should be said of other tables and of other items descriptive of a 
statie condition. 

The Minnesota report is no worse and no better than many that I 
have examined. Statistics showing changes happening to the inmates 
within institutions simply are not being collected or published. Parole 
summaries, prepared for the guidance of parole boards in determining 
the question of possible parole, should present such statistics if any 
are in existence. Of the many hundreds of such records that I have 
examined in half a dozen states, none has had any statistical informa- 
tion on what has happened to the inmate during confinement. Verbal 
judgments recording some observer’s opinion about such change are 
customary, but they are based on no quantitative information and do 
not reflect any statistical deductions or interpretations. 

What kind of statistics are needed to show the changes that have 
taken place in the inmates during their period of incarceration? The 
first need is to establish an objective basis for judging what has hap- 
pened to each individual. To do this there must be at least two meas- 
urements applied to the same individual of the same trait, one at the 
time of admission and the other, let us say, at discharge. There may, 
of course, be others at intermediate points in time, every six months, 
or every month, or some such arrangement—the essential condition is 
that there be more than one measurement of the traits or conditions 


‘From Twenty-eight Biennial Report of the Minnesota State Prison, 1983-1984, Published at the 
Prison, Stillwater, Minnesota, 1934, p. 61: 
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of the individual. When that has been done, it is a relatively simple 
matter to compare subsequent score values with earlier ones on the 
same trait or condition and thus judge by objective statistical proc- 
esses what has happened to the individual inmate while in prison. 

It must be emphasized that the tests and measurements given must 
be objective and standardized, and administered in such form as to 
permit repetition at a later date in order to show change in the condi- 
tion of the individual inmate. For example, in determining the educa- 
tion of prisoners, as in the Stillwater report previously quoted, a bat- 
tery of standardized educational achievement tests should be given and 
the correct grade level determined on this basis and not from the in- 
mate’s statement of school record, or even from the verified school 
record. With such objective tests of educational achievement given at 
the time of admission, it becomes a simple matter to check up on any 
advance made (or retrogression) during incarceration by repeating the 
tests in alternative form at the time of discharge. Statistical informa- 
tion in such form would record actual change of condition in the in- 
dividual and would provide a sound objective basis for judging the 
effectiveness of institutional treatment in so far as school work is con- 
cerned. 

Contrast such a statistical record of educational achievement with 
the system in general use. Institutional reports, that are more com- 
plete than the Stillwater table already quoted, usually show some part 
of or all of the following items: number of classes taught, number of 
inmates attending such classes and the number of meetings, number 
of teachers civilian and inmate, number taking correspondence courses, 
number enrolled for special activities such as debate and oratory, or 
music, and so on. Notice that in all this there is no record of what hap- 
pens to inmates in these classes or other activities. If, however, class- 
work followed the giving of standardized achievement tests in each 
special field, then by suitable retesting at stated intervals actual prog- 
ress or deterioration would be indicated as a matter of objective rec- 
ord and not merely as an estimate by an instructor. 

Established case work programs in institutions usually pay atten- 
tion to such questions as those of health, mental condition, educational 
levels, both academic and vocational, industrial skills and work habits, 
as well as the inmate’s general social attitudes and interests. Classifica- 
tion clinics or case work units all attempt to survey these fields and 
arrive at some integrated judgment of a treatment program that will 
take into consideration any special conditions involved in each case. 
Discussion, opinions, and common sense judgments are the usual de- 
vices used for determining the needs of each particular case. 
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Such clinics would function on a much sounder basis of factual in- 
formation if they could deal with the results of objectively recorded 
tests and measures in each of these several fields. Present reliance on 
subjective impressions, general estimates, and verbal reports are large- 
ly traditional and probably not as necessary as is generally assumed. 
The procedure outlined below would give a much sounder basis of 
statistical information for the classification clinic to deal with and 
would also make possible a factual presentation of the effectiveness of 
the treatment program. 

The fundamental condition to which such a statistical program must 
be anchored is the objective measuring or testing of each field by means 
of standardized tests and measures that can be repeated at stated in- 
tervals. Let us briefly consider the application of such a program in 
each of the following fields: 

Health and physical condition: Standardized physical and medical 
examinations have been worked out clinically and have been in general 
use for some time in many schools, industrial establishments, and in 
the army and navy. The same standardized type of examination should 
be given every inmate at time of admission and then repeated at a sub- 
sequent date, or at least, repeated before discharge. Direct comparison 
item by item, would indicate any important change in physical con- 
dition. A statistical problem remains to be worked out in connection 
with physical examinations. It is the devising of a satisfactory numeri- 
cal index that will adequately summarize the individual’s general 
physical condition. To the non-medical statistician this appears to be 
primarily a problem of the proper weighting of items determined by 
empirical experimentation. 

Psychological and psychiatric condition: Objective, standardized 
scales are available for the determination of the level of intelligence and 
for testing the emotional adjustment of the individual. Reliability and 
validity scores in connection with the better scales in both fields are 
sufficiently high to make their application in retests a matter of prac- 
tical usefulness. Such standardized scales should be given both at time 
of admission and at or before discharge, Comparison of the two test 
sessions would indicate any change. 

Educational status: Well-standardized achievement tests are avail- 
able for all subjects ordinarily taught in the public schools. The educa- 
tional level of all inmates should be determined by this means at the 
time of admission, and retested from time to time to note any change. 

Industrial skills and vocational education: A number of standardized 
tests are available of the principal vocational and industrial skills. Re- 
liability in this field is not as high as for the academic subjects, but is 
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nevertheless sufficiently high to make the use of such tests a definite 
advance over the system of verbal reports alone. Comparison of re- 
sults at time of discharge with scores at admission would again indi- 
cate change (within the range of error of the tests). 

Interests and social attitudes: Many scales have been developed for 
the objective measurement of interests and attitudes. One research 
worker may prefer one scale, another will choose a different scale. So 
long as the scales used are reasonably well standardized and not de- 
signed for use with highly specialized or selected groups, any one can 
be used. It is important, however, that in retests either the same scale 
be used again or one with known score equivalents. It would seem wise 
to use available scales for the following: general social attitudes, cur- 
rent events and information, religious attitudes, and possibly also the 
measurement of political radicalism or conservatism. 

In outlining this five-fold testing program as the basis for the sta- 
tistical presentation of what happens to the individual inmate in 
prison, I have purposely refrained from mentioning or recommending 
specific scales or tests to be used. I have sought to avoid debate and 
quibbling about the merits of particular tests (Do the tests really 
measure what they are supposed to test?) in order to focus attention 
on the basic organization of a system of institutional statistics designed 
to reveal any actual changes taking place in the inmate while in the 
institution. If our institutional statistics are to show changes in the in- 
mates, they must move in this direction. It is recognized, of course, 
that there are many alternatives to the five fields suggested and in 
some cases other combinations of fields would possibly be more satis- 
factory. 

If a program of systematic tests and retests were inaugurated as out- 
lined above, it would be a simple matter to draw up a statistical sum- 
mary which would show quantitatively what changes had taken place 
in each case while in prison. An illustration of such a summary table 
in skeleton form follows. It is presented merely as a possible pattern 
with no thought that the form can not well be varied as particular 
needs may make necessary. 

Experimentation with such a summary table showing changes in 
each measured trait or condition should make it possible to combine 
the various items into a single weighted score which would be an ade- 
quate and valid index indicating the individual’s total net change. 
This index of change should be entered on the individual’s record. It 
would give a numerical value making possible the direct comparison 
of one inmate with another from the standpoint of changes brought about 
while in the institution. In a sense this would be a rehabilitation index. 
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STATISTICAL SUMMARY OF THE EFFECTIVENESS OF INSTITUTIONAL TREATMENT 
(For the Individual Record) 








Score at Score at Difference in 
time of time of scores at 

admission discharge admission and 
to from discharge 

institution institution (gain or loss) 





Health and physical condition: 
(either index representing consolidated score for 
separate tests or the scores for the individual 





Psychological and psychiatric condition: 
EL EE RE! Hm ene TEN Eee 
(>) Genre Gm PUONENITES GMITIOMMRIND. 2. oc cc cche cc cccccccenccdoccccccccececs Ea ae en ee 

Educational status: 

(a) School subjects achievement tests 
(either single weighted score representing 
entire academic school record or scores 
a a Se OP HN GE III Ds chic oo cccccccccccheccccccucccesctusccousecccece 

Industrial and vocational skills: 
NE EE SG ee SEEN SPE mn ene em 
(b) Score on assembly and manual manipulation).............. Se pieideneake SAR ee ee 

Interests and attitudes: 
(a) Score on social attitudes scale............. iia sale ae tek a a tk aia ici jaecenetocs wetadiien 
(b) Score on current events or general informa- | | | 

tion and opinions scale. ................ Oe ee 

ee I eg Cc ecccccleeccneccsscnechecessounoeness | Seen ae penne 
| 
| 
| 








(d) Seore on scale of radicniioma-Gomaervatiom .. . .}.. 0. cc ccc ccccde ccc cc cccccccfeccccccccccecs 
Total: (weighted score indicating in single numeri- 
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In order to show statistically something of the net effectiveness of an 
institution in its dealings with the inmates, it would be necessary only 
to consolidate and summarize these individual indexes of net change 
(rehabilitation indexes). The simplest statistical index of institutional 
effectiveness that comes to mind would be the ratio between the num- 
ber of individuals in which the net change is favorable and the number 
in which it is unfavorable. More elaborate and more carefully weighted 
indexes could be worked out without any great difficulty. 

Much of this discussion has of necessity been in the subjunctive 
mood because it has dealt with future probability and not with the es- 
tablished present. Existing statistics make no attempt to show changes 
taking place in the inmate under confinement. Yet there can be no 
other basis for judging the effectiveness of institutional treatment. 
Since there is no program in operation that might be made the basis 
for discussion, it has been necessary to outline not what is, but what 
ought to be. With several American penal institutions committed to 
relatively elaborate case work programs in attempts at treatment and 
rehabilitation, it is not asking too much to insist that the statistical 
reports of such institutions be brought into line with this work of re- 
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construction. The first essential is to organize the statistical program 
on the principle of trying to picture changes taking place in the inmate. 
This paper has sought to outline basic procedure. Most institutions 
with case work units in operation already have made basic observa- 
tions. These need to be standardized and made a matter of systematic 
rechecks and retests. Then change may be pictured statistically. 

Some will say that what has been said above is all good and well as 
academic theory, but that it is a program much too difficult and much 
too expensive to be of practical usefulness. To this we can only say 
that record keeping is always laborious, always takes much time, and 
always seems expensive. Yet it is the only way in which any enterprise 
can determine what it is doing. Penal institutions are no exception to 
this rule. At the present time they simply do not have any records from 
which to determine with any degree of accuracy what they are accom- 
plishing. If the chief business of prisons is to change individual inmates 
by some program of penal treatment, then it is essential that the ef- 
fectiveness of any given program be capable of statistical demonstra- 
tion. This, in turn, becomes the central problem of institutional statis- 
tics. 

It must not be expected that such a program can be carried out with 
but little effort, with no trained personnel, and without the assistance 
and cooperation of numerous specialists in many branches of scientific 
endeavor. It will take time and effort, and it will involve some expense, 
but it will also give an objective demonstration of the effectiveness of 
penal treatment. That is the statistical ideal which should be kept 
constantly to the fore as the goal of institutional statistics. 
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THE PURPOSE OF PAROLE STATISTICS* 


By Harry WILLBACH 
Division of Parole, Executive Department, New York State 


NY BUSINESS, organization or institution, regardless of the field in 
A which it is engaged or of the nature of the units with which it is 
concerned, requires record keeping that can be of practical assistance 
in administration. This too is the immediate purpose of parole sta- 
tistics. The statistical analyses necessary to administration in parole 
are: 

1. The frequency of granting and withholding release on parole and 

the reasons for such action; 

2. The nature and volume of both the intake and the outgo of cases; 

3. The nature and number of contacts made by the staff; 

4. The comparative results of the activity of the members of the 
supervisory staff as indicated by the successful or unsuccessful 
termination of parole. 

In the field of social sciences there are other purposes of statistics 
which are equally important as those relating to administration. These 
are the evaluation of the results achieved. In outlining the purpose of 
these evaluation statistics it is necessary to focus attention on the 
objective of the activity so that the data secured may yield a measure 
of the realization or fulfillment of the objective. The objective of 
parole is both the protection of the community and the adjustment of 
the individual. The achievement of this double objective requires far 
more than the stern hand and the watchful eye of the policing author- 
ities. It calls for the use of all the skills and forces that can be em- 
ployed to aid the parolee in his adjustment to normal social situations. 

The measurement of the protection of the community afforded by 
parole is secured by analyzing the outcome of parole. The successful 
termination of parole has been viewed as the parolee’s strict compli- 
ance with all the conditions of parole imposed upon him as a guide for 
his conduct. It is held that all violations of these conditions, if not 
actually harmful to the community, are at least a threat to its welfare. 

However, all deviations from socially approved conduct have not 

equal importance. It is neither fair to parole nor is it good scientific 
method to regard equally as failures the parolee who commits a 
murder, the parolee who is arrested for the violation of a traffic law or 
other local ordinance, and the parolee who, though able to do so, fails 
to provide adequately for his dependents. Certainly some acts are more 
serious than others either in their immediate effects or in their ultimate 


* A paper read at the National Prison Congress, St. Paul, Minnesota, October 2, 1938. 
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consequences. It therefore becomes important to assign to each type 
of deviation a weight that indicates the relative degree of social non- 
conformance or social maladjustment. 

In its goal of protecting the community parole makes use of the 
instrumentality of supervision. In practice this assumes different defi- 
nitions. On the one hand it is a procedure which is equivalent to exile 
from the particular jurisdiction. On the other hand it may be a well 
integrated program of social case work. The former, which orders the 
prisoner to leave the confines of a certain geographical area, is at best 
a means of protecting only one particular community by compelling 
removal to any other community without consideration of the protec- 
tion of the receiving community. The real protection of the com- 
munity—society at large—rests upon the exercise and operation of a 
supervision which combines continual watchfulness with individual 
case work. Its aim is the strengthening, adjusting or changing of the 
traits and abilities of the parolee so that he shall conform to the 
social group with the minimum amount of friction. Perhaps the most 
fruitful field for research and for statistics in parole is the evaluation 
of different types of supervision as means of protecting the community. 
While this cannot be done now, it is possible that with the accumula- 
tion of experience there may emerge means of assisting in determining 
not only the pattern of supervision that can most adequately protect 
the community in a given case but also the particular form or method 
of this pattern. 

The purpose of statistics in parole should not be to evaluate the 
effects of the entire penological process and then to ascribe the results— 
good or bad—to parole. Parole is not a thing or process unto itself. It 
is only one phase in the treatment of the convicted offender and it 
begins to function after the individual has been subjected to another 
phase—the penal institution. These two phases—the institution and 
parole—are mutually dependent and complimentary to each other. If 
the final objective of the sentence is to be achieved, each of these must 
exert a constructive influence on those exposed to it. Since incarcera- 
tion precedes parole, the institution must shoulder its responsibility 
by preparing the prisoner for release. 

The evaluation of the institutional treatment, though at present 
still a theory, presupposes the constant study of the prisoner so that 
his complete life history will be available. This should not be limited 
to the date on which the prisoner was received in the institution but 
must include the entire period of his incarceration. If this period is not 
included, it must be assumed that the institution had no effect on the 
individual and that the period spent therein represents a hiatus in his 
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life during which he remained in a Rip Van Winkle type of sleep from 
which he awoke only when released. 

The prisoner does not live in a vacuum. He is a human being and as 
such has attitudes, emotions, abilities, social relationships and ethical 
concepts. These are continually modified and changed throughout the 
period of his incarceration. These changes must be watched, noted and 
studied. 

It was the dream of many persons that classification units would 
insure this continued study. It was hoped that these units would not 
merely place inmates in categories but that they would suggest, follow 
and evaluate the treatment of the prisoner so that the period of in- 
carceration might result in the preparation of the individual for normal 
social life. This hope still continues in spite of the fact that classifica- 
tion of this form is spoken of extensively but utilized only sparingly. 

Taking a page from the writings of some of the early criminologists a 
comparison can be made with the field of medicine. The penal institu- 
tion and parole stand towards each other in the same relationship as 
the hospital and clinic or physician giving treatment after the termina- 
tion of the period of hospitalization. No physician would consent to 
treat a patient from a hospital without having available a complete 
history of the case. This would include detailed information about the 
patient at the time he entered the hospital and a record of the various 
measures taken while in the hospital together with the response of the 
patient to each. Parole expects a similar history and is entitled to it. 

There must become available an evaluation of the effect of incarcera- 
tion. Alongside this it will be our task to place an evaluation of parole 
for the same individual. Together, these evaluations will be the measure 
of attaining the ultimate objective—the protection of the community. 

In the determination of the measure with which parole protects the 
community, thought must be given to the period of time for which 
parole must be held responsible for accomplishment or failure in this 
protection. There are two type of practice relative to the period of 
control which the parole authority has in individual cases. One of 
these requires that control and responsibility be maintained until the 
expiration of the entire period of time for which sentence was im- 
posed. Accordingly, a person sentenced for a term of ten years, who is 
released on parole after spending five years in the institution must be 
continued on parole for the remaining five years. The other practice 
permits the parole authority to terminate its control and responsibility 
at any time it sees fit and give to the parolee a complete discharge at 
any time it chooses after he is released from the institution. 
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In the former case the length of the period of parole is the interval 
between the date of release from the institution and the termination of 
the full sentence. Due to varying sentences imposed by the courts, due 
to statutory limitations controlling the earliest time when release on 
parole may be granted and due to powers of parole authorities in select- 
ing prisoners for release, the lengths of the periods of parole are vari- 
able. At one extreme there may be parolees over whom responsibility 
may be limited to months and perhaps weeks. At the other extreme are 
parolees over whom the responsibility of the parole authority continues 
for their entire lives. 

It has been the practice in parole to give equal weight to all termina- 
tions regardless of the length of time for which the parolee was kept 
under supervision and therefore exposed to the influence of parole. A 
question must therefore be raised as to the validity of considering 
equally as successes a person whose parole was terminated one month 
after release and another person whose parole was terminated five, 
ten or fifteen years after release. The suggestion is therefore ventured 
that because of the variable periods of parole two different rates be 
prepared. In one of these there should be separate analyses of those 
persons having equal parole periods. The other rate requires a weight- 
ing of all parolees on the basis of supervision years. 

However, even after this is done, the conclusions do not refer to the 
complete adjustment or reformation of the individual but only to his 
adjustment or rather conformity during the parole period. The Gluecks 
appreciated this inadequacy and have indicated that a more reliable 
evaluation goes beyond this limitation of time. 

Whether or not it is the purpose of parole statistics to study the 
developments during the post-parole period will depend on the concept 
of parole as to whether its effects are limited in time or are continued 
as life patterns by the many individuals who have come under its 
influence. 

The program set forth here represents a huge task and calls for clear 
thinking and much research. It has positive, constructive and useful 
objectives. The effort and time that are being expended in the field of 
prediction can with greater profit and more immediate gain be trans- 
ferred to this program. There is no intention to minimize the thought 
provoking value of the early prediction studies as explorative and 
academic exercises. Why continue these academic exercises when the 
sole differences are in minor points of schedule or methodology? The 
only excuse for the continued studies in this field is that there is search 
for a refinement that can unfailingly predict the outcome of parole. 
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This is a far more ambitious objective than that of the life insurance 
actuary. It definitely implies the ability to foresee every possible ex- 
perience that will enter a parolee’s life and to foretell his reactions. It 
negates the concept of a human being as composed of interests, drives 
and emotions that are continually changing. It presumes to predict 
for a future date on the basis of the characteristics of a person at some 
past date. 

Above all, these studies fail to take into account the effect of the 
supervision given the parolee, the influence of social, cultural and eco- 
nomic factors both at the time of release or peculiar to the community 
to which the prisoner is released and the statutory limitations under 
which the parole authority operates. The lack of exactitude and cer- 
tainty of these tables is indicated by some statements made at previous 
congresses of this association. 

Burgess when speaking at the Chicago Meeting said “the members of 
the Parole Board must use their own best judgment because the state- 
ment of parole expectancy does not serve its purpose if it is used too 
mechanically.” The fact that this judgment can override the expec- 
tancy table exposes the entire process of selection to the self same 
judgment which the tables sought to eliminate. 

In the same year Vold set before the students of prediction the nub 
of their problem when he said “It is frequently possible to show a high 
degree of accuracy in predicting for a group and yet miss the individual 
completely. Prediction in criminology ... must be able to pick the 
particular individual.” A year earlier Sanders in reporting on an at- 
tempt to use on one group of parolees a prediction table prepared from 
a different sample said he secured “rather disappointing results.” Atten- 
tion may then profitably leave the field of prediction and concentrate 
on some of the more immediate concerns. 

The program set forth provides for the careful examination and the 
critical evaluation of parole by the reorganization and expansion of its 
statistics. The objective of parole being the protection of the com- 
munity and the adjustment of the individual, attention is directed to 
the fact that failure to comply with conditions of parole is indicative 
of danger to the community and of the inability of the individual to 
adjust to society. However the conditions or regulations of parole are 
not all equally important. The measurement of the extent to which 
parole accomplishes its objective depends on assigning weights indicat- 
ing the importance of transgressions of different conditions of parole. 
The entire field of supervision—its definition, its aims and its operative 
procedures—has not been subject to examination. This field requires 
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study for the determination of the value of the different patterns in 
protecting the community. 

Fundamental to an evaluation of parole is definite information and 
an evaluation of the treatment given in the institution. The failure to 
furnish these is a serious handicap to the measurement of parole, 

The period of parole varies as between different parolees. The varia- 
tion makes it necessary to revise the method of computing rates of 
success or failure on the termination of parole. This revision calls for 
the assignment of weights so that the short parole period will not be 
given the same importance as the long parole period. 

The primary difficulty in achieving the purposes here set forth is the 
fact that each parole system is a unit separate and distinct from every 
other parole system. There are wide diversities in the make-up of parole 
boards, in the powers given to these boards in determining the time 
and reason for granting parole, in the nature of the supervision ex- 
ercised over parolees, in the length of the period during which super- 
visory responsibility is continued, in the adequacy of the staff both in 
number and in training, and in the reasons and powers for taking dis- 
ciplinary measures upon the occurrence of parole violation. 

Each parole board sets up the facts it wishes measured. The result 
is that there is a complete lack of uniformity both in the data collected 
and in the method of measurement. Several years ago Sellin undertook 
for the Bureau of Census the tremendous task of bringing together 
the experience of these numerous systems. He made a commendable 
step forward in securing somewhat similar information from the report- 
ing agencies and laid the groundwork for evaluation. It is regrettable 
that this was not continued. It is only by repeatedly requesting certain 
items of information and by gradually extending and enlarging the 
items requested. that there will become available a body of knowledge 
that will be adequate for comparative analyses. From such analyses 
can come the helpful findings of research and the general improvement 
of parole. 

There is urgent need for the Census Bureau, the American Parole 
Association, the American Prison Association, or some other body to 
embark on a program that will assemble statistics from many jurisdic- 
tions. The study of this accumulated data will yield conclusions that 
will aid in evaluating parole systems and thereby increase their effi- 
ciency and their usefulness. It has been done in other fields. It must be 
done in parole. 
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CLEARING VARIATES IN CONFLUENCE ANALYSIS* 


By Horst MENDERSHAUSEN 
Cowles Commission for Research in Economics 


N THIS paper I shall try to clarify some aspects of the relationship 

between statistical confluence analysis and the real processes which 
form its object. It seems to me that in carrying through a correlation 
or confluence analysis we must be conscious of this relationship in 
order to avoid meaningless results. The problem in analyzing a certain 
real process consists in finding a theoretical model which represents as 
closely as possible the important features, the skeleton of the real 
process. In the following I shall try to present a technique of setting 
up such models and to introduce a special type of variate: the clearing 
variate. Let me start with some general remarks on the aims of con- 
fluence analysis and on confluence and causation. 


I. CONFLUENCE AND CAUSATION 


Confluence analysis aims at detecting coefficients for hypothetically 
adopted relations between two or more observational variates. The 
term “confluence analysis” has been introduced by Ragnar Frisch.' 
In his view the aims of confluence analysis are to ascertain whether a 
given set of variates can be submitted to an analysis of their interac- 


tion, and to execute this analysis with a view to determining struc- 
tural equations between the variates. While the first of these aims is 
specific for Frisch’s approach, the second is also involved in the meth- 
ods of “regression analysis” connected with the names of Karl Pearson, 
R. A. Fisher and others. In the following I shall use the term “conflu- 
ence analysis” instead of “multiple regression analysis” because of its 
brevity and more appropriate suggestiveness.? The statistical methods 
hitherto developed under the two different headings appear to a high 
extent as cooperating approaches which will both have to be taken into 
account in further developments of correlation theory. 

According to the nature of the hypothetically adopted relations, two 
different kinds of problems can be faced: 

(1) The values of one variate—the dependent variate—shall be 
explained by a number of determining? variates (e.g., agricultural crops 


* This paper was read before the Fourth Annual Research Conference of the Cowles Commission 
for Research in Economics, Colorado Springs, July 1938. In its preparation the author has had many 
valuable suggestions from Professor Ragnar Frisch, Oslo. 

1 R. Frisch: Statistical Confluence Analysis by Means of Complete Regression Systems; Oslo, 1934. 

? Analysis of the way in which infiuences of different variates flow together in the determination 
of a dependent variate. 

* The terms dependent and determining, as they are used here, refer to the real process analyzed, 
and not to the direction chosen for minimizing deviations. The terms of a practical problem of statistical 
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by various weather factors, manure etc.). We may call this a one way 
confluence analysis. 

(2) The numerical relations between a number of variates, none of 
which is considered as exclusively dependent on the others, shall be 
determined (e.g., correlation between cost of living, wage rates and 
total output). This may be called a confluence analysis in general. 

In the first case, a causation system with a determinate direction is 
assumed ; the investigator, drawing on the knowledge of the phenomena 
involved in the analysis, comes to assume that one variate (1) is 
caused by certain others (2, 3,---,m); he terms the first the de- 
pendent variate (z,), the others, determining variates (x2, 23, + + - , Zn). 
The correlation between the variates is taken as a consequence of the 
causal influence of the determining variates on the dependent variate, 
and the set of structural coefficients as the measure of the strength of 
these different influences. 

In the second case, there is no assumption on the direction within 
the causation system. The investigator assumes either that there is 
more than one direction or no direction at all. But it is assumed that 
the variates either act mutually on each other or that they have 
common causes, or finally that both of these situations are given at 
the same time. 

The question considered in this paper is only relevant for the first 
kind of problem, viz., the explanation of a variate supposed to be 
causally dependent on other variates (cf. note 3). 

The assumption of a one way causation can frequently be brought 
into harmony with the general interdependence of observable facts. 
We consider only a certain narrow section of the universe of nature 
and human society. In the universe general interdependence rules. But 
within a given section certain ways of causation can be neglected be- 
cause they lie beyond its range and, therefore, are relatively unim- 
portant. Let us take an example: 

In a study of the correlation between incomes (7) and purchased 
quantities of milk (m) in working class families we may neglect the 
causation of 7 by m, since this way of causation must, according to 
economic theory, be much longer and much less important than the 
other one which goes from 7 to m. 

The aim of a confluence analysis would be perfectly attained if a 
complete set of variates were found, that is to say if the values of the 
variates obeyed exactly a certain structural equation.‘ Practically 





estimation may ask for minimizing in the direction of one of the determining variates, which thus 
becomes the “dependent” variate in a statistical sense. But very often causally dependent variates are 
treated also as statistically dependent. 

4 In this case the determinant value of the correlation matrix is 0. 
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speaking this ideal situation never occurs, but the investigator tries to 
approach it. Frequently this approach is marked by successive addi- 
tions of determining variates and adjustments of the hypothetical 
set-up. Correlation analysis provides certain criteria for testing sta- 
tistically whether the addition of a new variate to a given incomplete 
set may be considered as useful. A variate is taken as useful, if its 
inclusion brings the set nearer to the stage of a complete set. 

The testing of the statistical usefulness of a determining variate has 
to take account of two groups of problems, one arising from the fact 
that the investigation deals with samples of populations, the other 
concerning the relations in the population itself. If a new variate is 
included in the set, one may test first whether it is useful under the 
assumption that no sampling problem exists, viz., that we have to do 
with finite population values. Such a test may be carried through by 
means of correlation coefficients. If the measure of correlation rises 
with the introduction of the new variate and if its improvement out- 
weighs the loss of degrees of freedom, if finally there does not appear 
multicollinearity, the variate can be taken as useful. There are, of 
course, still other assumptions at the basis of such a procedure, con- 
cerning the shape of the relationship, the applicability of the method 
of least squares etc. But on the whole, this part of the testing problem 
seems not too difficult. The consideration of the sampling aspect, 
however, leads to complicated questions because we generally know so 
little about the structure of the different variates. 

In order to simplify the discussion I propose to deal only with prob- 
lems arising in the correlation of finite population variates. I disregard 
all complications brought in by the fact that the parameters obtained 
in the usual confluence analysis are affected by sampling errors. 

The fact alone that in a given confluence analysis a determining 
variate z, may usefully be added to an incomplete set of n—1 variates, 
gives no information on the nature of the gap which is filled by the 
new variate. Even if we assume that there is no chance correlation in 
any pair of variates and further exclude by hypothesis any purely 
“symptomatical” correlation, we may be faced with useful variates 
which are not causally connected with the dependent variate.’ Such a 
situation can not arise in an analysis of the relation between two vari- 
ates. If the assumptions just made hold, a given amount of simple 
correlation can only be explained by direct causal connection between 
the two variates. In an analysis of the confluence of more than two vari- 

5 For multiple correlation coefficients—and indexes—see M. Ezekiel: Methods of Correlation Analy- 
sts, New York, 1930; for detecting multicollinearity: Frisch's book quoted above. 


* In the case of a symptomatical correlation, two variates are correlated because they depend to a 
certain extent on common causes. 
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ates, however, there may be two different ways by which a determining 
variate (z,) displays its useful action. z, may be a causally connected 
variate or a clearing variate. Let us understand by a causally con- 
nected determining variate a variate which has a causal influence on 
the dependent one. A clearing variate, on the other hand, has no 
causal connection with the dependent variate but is, in a specific way, 
causally connected with one—or more—other determining variates. It 
will soon become clear what the specific way is and why the term 
“clearing variate’’ has been adopted. In order to facilitate the presenta- 
tion I propose first to state the assumed relation between the phe- 
nomena the interaction of which we are trying to elucidate, on the one 
hand, and their representation by observational variates on the other 
hand. 





















II. OBSERVATIONAL AND BASIS VARIATES 

I propose to conceive of this relation in the following way: 

(1) The variations of the observational dependent variate (x;) are 
due to variations of phenomena which we may call the basis variates 
(y1, Y2,* °°» Yn).’ Assuming further a linear combination of the in- 
fluences of the basis variates, we have 









1 = QAnY1 + 1242 t:°°+ AinYny 


where the a’s represent structural basis coefficients. All variates are 
taken as deviations from their—static or dynamic—means and ex- 
pressed in units of their respective standard deviations. We assume 
that all variates x and y are effective—i.e., ~0 in at least two terms— 
and that all basis variates (y1, y2,---:, Yn) are uncorrelated. Let us 
further suppose that none of the structural basis coefficients equals 
either 0 or ©: 
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(2) The values of the observational determining variates (22, 2s, 

- , Lm) depend equally on the values of certain basis variates. These 

basis variates may or may not be the same as those active in the de- 
termination of 2, e.g., 


= any + 1242 + 1343 +-:°+ Ain ny 

















T2 = Ao4/1, 








(a) Ls = AgoY2 + As3Ys, 


Le = Aqgys + 4(n+1)Yn+1) 






7 Here and in the following I speak of a basis variate as of a homogeneous factor. This is, however, 
only a simplification of the presentation. It makes no difference whether we consider a basis variate 
as homogeneous or as a complex of several factors. This remark applies particularly to the disturbing 
basis variates (see below). 
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In example (a) z2 accounts for one basis variate of 2,1, viz., y1, x3 for a 
certain combination of two, viz., y2 and y3, 24 for one (y,) plus another 
basis variate not active in the determination of x, viz., Yn41. 


III. SYSTEMATIC AND DISTURBING BASIS VARIATES 


Let us call y1, ye, - - - , yn the systematic basis variates. A systematic 
basis variate influences the values of the dependent as well as of one 
or more determining (observational) variates. On the other hand, let 
us call y,41 a disturbing basis variate, or shortly a disturbance. A dis- 
turbance influences either the dependent or one or more of the deter- 
mining variates, but not both of them. It is an extraneous influence 
within a given set. If a disturbance affects the dependent variate, it 
can only be eliminated by introducing into the set a new determining 
variate which represents the disturbance. Thus, the disturbance of 
the dependent variate in the smaller set becomes a systematic basis 
variate in the enlarged one. If a disturbance affects one or more of the 
determining variates, the problem consists in neutralizing its effect. 
This problem will be treated in the following sections. 


IV. DISTURBED VARIATES AND CLEARING VARIATES 


Let us now suppose that the student executing a multiple correlation 
analysis knows what kind of basis variates have to be taken into ac- 
count in order to determine the values of the dependent variate. He 
will then look for a set of observational variates, each representing one 
of these basis variates (as 22 in example (a)). This attempt will be 
favored if such observational values are available. But often enough— 
and especially in social and economic problems—such data are lacking. 
The basis variates may be found only combined among themselves 
(as in 2s) or disturbed (as in y,4), either by the nature of the problem at 
hand or by the deficiency of available statistics. The student will often 
be glad to find any observational variate at all which has something to 
do with the basis variate he is looking for, and he will be compelled to 
take it into account though it contains disturbances or undesired com- 
binations of basis variates. 

If observational variates of the kinds z; or xz, have to be taken into 
account, the progress toward a complete set depends, however, on 
certain circumstances which may lie within the reach of the student’s 
influence or not. Let us consider separately the two situations ex- 
emplified by x3 and 24. 

(1) Improvement limited by the nature of the combination of 
useful basis variates within the new observational variate. 

If we include in the set: 
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Li = Anyi + awe + aisys, 
(b) 


Tq = A141, 


a third variate: 
Z3 = AzeY/2 + 3342, 


the degree of the progress toward a complete set depends on the 
magnitude [a3 — (12033) / x32], for 


Qi1 12 12033 
“1 = Xe + I3 + | as — ¥3. 


G21 232 32 











ys is so far an unknown basis variate and the 3-set x1, 22, x3 is therefore 
only complete if [a1:— (a12033) /a32] happens to be 0.8 The more this 
magnitude differs from 0, the more the 3-set will be kept away from 
becoming complete and the less precise will be our knowledge of the 
structural coefficients of zz, and 23. Thus, if there is no possibility of 
finding observational variates representing y2 or ys separately, the 
success of the search for a complete set depends on the whims of the 
material. If, however, separate observations for y2 or y; do exist, the 
difficulty can be overcome by introducing one of these causally con- 
nected variates into the set. If, for instance, we are able to introduce 
the variate x4=a43y3 into the 3-set (b), we can express 2; as a function 
of the four observational variates: 
a1 a12 Q13Q32 — 12033 


ta + — Zs ws 
21 O32 32043 








qt = 


and obtain precise structural coefficients for 22, z3 and 24. 
(2) Improvement limited by disturbances contained in the new 
variate. 
If we include in the 3-set 
Mi = Anyi + awy2 + auya, 
(c) t2 = Anyi, 
te = AzeY2 
a fourth variate: 
Le = A4ays + Ag5Ys, 
the degree of the progress toward a complete set depends on the 
magnitude a;4a45/a44, for: 


8 Since we have assumed that none of the a's equals Oor ~, this condition coincides with the gen- 
eral mathematical condition for the dependence of m functions with n variates (n 2m), viz., that the 
Jacobian determinant equals 0. 
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Q11 a12 14 14045 
Y= —I2X2 + — 2X3 + — 1 — 
21 32 O44 O44 





Ys. 


Under the assumption made above that for each a:0Za< ©, aygorgs/cras 
can not be 0. Since y; is an unknown basis variate, the 4-set 21, 2, 2s, 
z, cannot be complete. But the situation is not hopeless if we are able 
to neutralize ys, that is to say to clear x, of the disturbing influence of 
ys by introducing a new observational variate z;=assys. This will 
render the set complete: 

ai 12 14 14045 


ty = — 1g + — 23 + —%— 
21 32 Oe 44055 





Z5- 


z, is a function of four known observational variates. The four a-ratios 
are the structural observational coefficients.® 

The variate z; exemplifies the case of a clearing variate. A clearing 
variate in the strict sense is a useful determining variate without causal 
connection with the dependent variate ; its réle in the set consists of clearing 
another determining (observational) variate of the effect of a disturbing 
basis variate. The clearing variate can play this réle because it is in 
causal connection with the disturbing basis variate contained in the 
disturbed observational variate——In our example (c) 2, is disturbed 
with respect to x; by the presence of ys. 

It is obvious that the interpretation of an equation of multiple rela- 
tionship must be different according to the nature of the determining 
variates. It would, for instance, be erroneous to interpret the useful- 
ness of a certain determining variate as a statistical verification of its 
causal connection with the dependent one if it is in fact a clearing 
variate. Let us take a simple example. 

We wish to explain the volume of production of the manufacturing 
industries (x) of different districts of a country by the number of wage 
earners in these industries (y,). We have values for the dependent 
variate (z,) and assume that z;=a11y:. We have, however, no observa- 
tional variate expressing y1, but only total numbers of wage earners in 
manufacturing industries and mines (yi+y:). 


Ya = yi + Yr. 


If y2 isnot afunction of y;, as is here assumed, x; and 22 will not form a 
complete set; x2 is disturbed by the basis variate y2. Suppose now we 


* We distinguish structural basis coefficients (a’s) and structural observational coefficients (certain 
@ ratios). In practice we know only the latter; we know them precisely in the case of a complete set. 
But even under these favorable circumstances we do not know the basis coefficients (an, aiz, ete.) ex- 
cept for the case when all the basis variates entering in the determining variates (x:, rs, etc.) have 
coefficients of a =1. 
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had data for the volume of production of mines (x3) and could take 
this volume as a linear function of the number of occupied miners: 
Ls = az2¥o. 
The introduction of x; will then render the set complete. 
L1 = any, 
(a) Ze = Anyi + anye, (where ag and ag = 1) 
3 = aso} 


A172 — (a1: /ase) 2s. 


T1 


x3 must be interpreted as a clearing variate for 22; if our assumptions 
hold, it would be erroneous to conclude that we had verified a causal 
connection between 2; and z3. The result should be stated in the fol- 
lowing way: the work of zz2=w wage earners in manufacturing indus- 
tries and mines gives rise to a volume of production of x;=a,,w in the 
manufacturing industries if the volume of production of mines (73) is 
statistically kept constant. It has no meaning to state the result in 
the following way: viz., that a volume of production of the mines 
23=p gives rise to a volume of production of x1= —(ai1/as2) p in the 
manufacturing industries if z2 is statistically kept constant. 


V. CRITERIA FOR CLEARING VARIATES 


We have just considered a case where the investigator relying on his 
knowledge of the relationship and the variates at hand introduces a 
clearing variate into the set. This is one way by which the concept of 
clearing variates may prove its usefulness. There is still another way: 
the investigator may also be confronted with a given set of useful 
variates; he wishes to ascertain statistically whether all determining 
variates are connected with the dependent variate or whether one or 
several of them are not and may therefore be suspected to be clearing 
variates. In starting a confluence analysis we have to bear in mind 
that useful variates of this kind may be met with. 

In both cases it appears desirable to have criteria for clearing vari- 
ates. In the first, the problem consists of testing whether really—and 
if so, to what extent—the newly introduced variate proves to be a 
clearing one. In the second case, where the knowledge of the facts is 
supposed to be somewhat more defective, we wish to draw suggestions 
on the réle of the different determining variates from the statistical 
analysis of their confluence. 

The establishment of statistical criteria for clearing variates may, 
however, be hampered in different ways. 
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(1) Difficulties due to the complex nature of the observational 


variates. 


A variate may be causally connected with the dependent variate as 
well as with a certain disturbing element in another determining vari- 





ate, €.g., 
1 = Quy + 1242, 
te Anyi + 2343, 
(e) 3 = AzeY2 + assYs; 
11 Q12 11093 12033 
y= —2t+—2a- + Y3- 
21 Q32 O21 32 





We consider here a special case, namely that where the set happens to 
be closed: 


@110023/ 0021 + a120%33/a32 = 0.1° 


Both z2 and 2; act as clearing variates as well as causally with x; con- 
nected variates. The special condition under which this situation oc- 
curs will in practice only be realized by chance. If it is not, a situation 
arises with which we shall deal in the following section. 
(2) Difficulties through the persistence of disturbances in one or 
more variates, so that the set can not be completed, e.g., 


M1 = Any + Q)2Y2, 
(f) Lo = Gay + aesYs + crys, 
T3 = A333 + 35Y5- 


The basis variates y2, ys and ys must under these conditions be con- 
sidered as disturbances which cannot be neutralized. Each of them 
may be taken as representing either some distinct phenomenon or a 
group of several phenomena. In reality, both kinds of disturbances 
arise. (We may recall our assumption that the various y’s are un- 
correlated.) 

(A) If there is no obstruction of the types illustrated in the systems 
(e) and (f), if is not difficult to derive criteria for a clearing variate. 
(i) The introduction of such a variate will complete the set; (ii) the 
coefficient of simple correlation between the clearing variates and the 
dependent variates will equal 0; (iii) the clearing variate will show a 
certain amount of simple correlation with another determining variate 

10 If this condition happens to be fulfilled, the statistical behavior of the three observational 


variates does not suggest the presence of the disturbance y: in z: and z:.—The remarks made above in 
note 8 apply equally to this case. 
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—the disturbed variate. The example (d) may be taken as a representa- 
tion of such an ideal case. 

(B) If there is an obstruction of type (e) and not of type (f) the 
necessary information may be drawn from the magnitudes of the ob- 
servational structural coefficients a1;/ae; and ay2/a32 which we obtain 
from the confluence analysis." In this case, we cannot look for criteria 
for the presence or absence of a clearing variate, but only for the com- 
parative degree to which z2 and 23; work as variates causally connected 
with 2; or as clearing variates. 

(i) The introduction of z2 in the 2-set x1, x3 or of x3 in 21, 22 will pro- 
duce a complete set. (ii) Both zz and 2; will show a certain amount of 
simple correlation with x; as well as among themselves. (iii) z2 will, 
to a higher degree than 23, be a clearing variate if | @11/a21| < | a12/ asa] : 
for under our assumption that 

01023/ 021 + 01120133 / 32 = 0, 

this means that | a23| >| «a.3|,i.e., that the observational variate 2 is, 
to a higher degree than z3;, determined by ys. If x2 is to a higher degree 
than x; determined by ys, it comes nearer to being a clearing variate 
than z; does, though it can never become a perfect one as long as az; 
has a value different from 0 and the set remains complete. 23, on the 
other hand, is, to a higher extent than zz causally connected with 2. 
A quite symmetrical demonstration leads to the inverse results if 
| a/az1| > | 12/032 |. 

It may be said here that, in practice, the case of a determining 
variate being partly causally connected, partly clearing, is likely to 
occur frequently. Perhaps it will be found more often than a strict 
clearing variate. Quite a range of transitional stages is imaginable, 
characterized by a progressive replacement of the variance of the 
clearing element by that of the causally connected one 

(C) Let us now start from the ideal situation (A) and introduce dis- 
turbances; what are the criteria of the clearing variates, e.g., of x3 in 
the system (f)? 

(i) The introduction of x; into the 2-set 2, zz will not lead to a com- 
plete set but to an improved one if | as3| >| 35 |.—If the latter condi- 
tion does not hold, we are introducing more disturbing than systematic 
variance into the set. Then, we may either disregard z; or look for a 
new observational variate connected with its disturbancy ys. 

(ii) zs will show 0-correlation with the dependent variate x; taken 
alone and (iii) a certain amount of correlation with z.—the more, the 
greater the share of y; is in both 2; and 2». 









11 We suppose here that the special assumption on the coefficient of y: happens to hold. If it does 
not, the problem of this system belongs to (C). 
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We may also start from the complicated case discussed under (B) 
and exemplified by the system (e) and allow (a1023/ca21) + (a120%33/ 32) 
to become ~0. Then, the disturbance y; does not happen to be elim- 
inated “automatically.” If we try now to ascertain which one of the 
variates x2 and x3; comes nearer to be a clearing variate, we find our- 
selves confronted with unsurmountable difficulties. We will find that 
both x2 and z; improve the set without rendering it complete; each 
pair of the present observational variates will show a certain degree of 
correlation. The relative degree to which zz and x; appear as clearing 
variates cannot be ascertained from this set of variates alone. 

These criteria may be considered as a first approximation to tests 
for clearing variates or at least for the relative degree to which a 
variate acts as such. They are, however, not comprehensive enough to 
meet all practically possible situations. The mixed causal and clearing 
variate deserves further analysis. Clearing variates of different “de- 
grees” may also be envisaged, a problem which will be taken up in the 
next paragraph. But even if a complete apparatus of tests can be estab- 
lished which holds for the relations between population values, the 
theoretical development cannot stop here. The fact that in practical 
confluence analyses we are dealing with samples of a certain magnitude 
and nature has then to be taken into account. Consequently chance 
correlations between causally non-connected variates may appear. 
This renders difficult a statistical distinction between a clearing variate 
and a causally connected one, especially if the variate in question has 
comparatively little import for the explanation of the dependent 
variate. At any rate, however, a clearing variate should not show a 
sensible degree of correlation with the dependent variate. 

In some cases it may be useful to apply the following plausibility 
test. Compute the equation of relationship between the disturbed (de- 
termining) variate and the clearing variate; subtract the influence of 
the latter from the values of the former; look finally whether the be- 
havior of the resultant variate is consistent with assumptions which 
can be made on the systematic component of the disturbed variate. 

It must be borne in mind that these statistical tests can only be 
used for verifying a certain theoretical set-up. Their results can never 
be taken as new information on the system of causation behind the 
analyzed material as long as they cannot be brought in harmony with 
general theoretical knowledge. 


VI. CLEARING VARIATES OF DIFFERENT DEGREES 


We have so far only considered clearing variates of the “first degree,” 
i.e., variates which are clearing another determining one which itself 





104 AMERICAN STATISTICAL ASSOCIATION: 


is causally connected with the dependent variate. We may as well 


imagine clearing variates of the “second or higher degree,” necessary 
to clear disturbed clecring variates of the first degree, e.g., 


M1 = Anyi, 


Te = Qayi + A222, 


(g) 


T3 = Az2¥/2 + Q33Y3, 
Te = Aggy. 


In this example 2; is a clearing variate of the first degree; x; clears 2, 
from the influence of its component y3; but z; itself remains disturbed 
by ys as we do not add 2,4, the clearing variate of the second degree. 

The criteria for such a case as that exemplified by (g) may be ob- 
tained by an extention and modification of the criteria under (A). 

(i) The introduction of the clearing variate of the first degree (zs) 
will improve the 2-set 21, 22 if | ass| > | asa| ; 

(ii) it will show 0-correlation with zx; and (iii) a certain amount of 
correlation with 22. 

The introduction of the clearing variate of the second degree (x4) 
will (i) complete the set; (ii) x4 will be correlated neither with x; nor 
with 2, (iii) but only with the clearing variate of the first degree (23). 

In a case containing no—or very small—disturbances and no com- 


plicated structural relation (action of one variate in different ways 
etc.), a chain system of clearing variates can be detected by means of 
these criteria. 


VII. THE STRUCTURE OF THE DISTURBED VARIATES 


Instead of being combined in an additive way the systematic part 
and the disturbance of a disturbed variate may be multiplied together 
or otherwise related. If something like this happens, the clearing variate 
cannot be introduced as a linear term and the whole structure of the 
structural equation must be revised. Sometimes a very simple pro- 
cedure may be practicable: the disturbed variate and the clearing 
variate may be combined beforehand in a suitable way and intro- 
duced as one single variate into the confluence analysis. 


M1 = QyY1, 
Te = ArnYideeVe, 


Z3 = A342; 


11030 / Le 
Ti aot 
21022 \ 3 
























-CLEARING VARIATES IN CONFLUENCE ANALYSIS 105 





ell By introducing the combination (z2/z3) into the correlation we get a 
ry complete set. 

It is important to analyze the structure of the disturbed variate as 
far as possible before trying to clear it in any particular way; by assum- 
ing an incorrect structure the investigator runs the risk of introducing 
fictitious disturbances into the set. If e.g., we were to assume errone- 
ously that z2 in our example (b) had the structure of zz in example (h), 
and consequently included the combination (z2/z3) into the correla- 
tion, we would not get a complete set but an expression for 2, still 


Le containing the unknown y2: 
a 1 = [ aso(x2/23) = ares | (ce11/ar21) Ye. 
b= The deviations between the actual z; and values computed by means 


of this erroneous procedure would only be a consequence of the incor- 
rect set-up. 











NOTES 


THE NATURAL DECREASE OF POPULATION IN 
CERTAIN AMERICAN COMMUNITIES 


It is difficult for many persons to realize not only the rapidity with 
which the birth rate is now declining, but also the very low level which 
it has reached in many parts of the nation. There is a tendency to re- 
gard persons who forecast a declining population in the near future as 
fomenters of a population scare. Regardless of whether it is preferable 
to have faith that human beings will always reproduce themselves be- 
cause they have done so for many centuries or to believe that the only 
lower limit to the decline in the birth rate is zero and that the popula- 
tion is doomed to ultimately die out or to be absorbed by some more 
prolific people, it is desirable not to ignore the actual difference be- 
tween the crude birth and death rates now existing in many American 
communities. 

Various estimates of the intrinsic reproduction rate of the total pop- 
ulation as well as that of the population living in different-sized com- 
munities have been published,' but until very recently it has been im- 
possible to accurately estimate the crude rate of natural change of the 
population living in different sized communities due to the fact that 
births and deaths were not tabulated by residence in the published re- 
ports of the Bureau of the Census. Beginning with the records for 1935 
the Bureau of the Census is tabulating total births and deaths by place 
of residence so that it is now possible to obtain fairly accurate crude 
rates of natural change for individual cities. 

It should be remembered that the relative number of births and 
deaths in some communities is influenced by the presence of institu- 
tions, such as homes for the aged, whose population has a high death 
rate. Certain residential suburbs are inhabited largely by families with 
a small number of children while the population of other places is “ab- 
normal” because of the special nature of the principal occupations car- 
ried on there. 

The following data are for the years 1935 and 1936, the only years 
for which births and deaths tabulated by place of residence are now 
available. Although the crude birth and death rates for the smaller 
cities fluctuate rather widely from year to year, the birth and death 
rates for the two years combined for the total country are identical 
with the average rates for 1933-1937. 

More deaths than births were registered in 1935-36 in 145 counties 


1 See especially Population Index, January 1938, pp. 60-63. 
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with a total population of 8,267,000 in 1930. Forty-two per cent of the 
population in these counties is in the Middle Atlantic States and 31 
per cent lives in the three Pacific Coast States. 

A rate of natural decrease was reported in 255 separate communities 
in 1935-36; the total population of these places in 1930 was 8,050,000 
(Table 1). Although more of these are in the Middle Atlantic and 


TABLE I 


NUMBER OF BIRTHS AND DEATHS IN COMMUNITIES WITH A RATE OF NATURAL 
DECREASE 1935-36, BY SIZE OF COMMUNITY AND GEOGRAPHIC REGION* 








Rural (less than 10,000 


Cities of 10,000-49,999 



































population) population 
Regen Population Population 
Births | Deaths in 1930 | Births | Deaths | Number) i, 1930 
(000) of places (000) 
New England 6,324 6,829 232 8,159 | 10,597 15 334 
Middle Atlantic 29,400 | 36,104 1,051 10,360 | 12,350 25 418 
East North Central | 21,639 | 24,353 783 6,190 8,685 13 224 
West North Central | 9,885 | 12,081 400 3,417 3,868 7 125 
South Atlantic 5,849 | 7,373 171 | 2,838 | 3,522 6 90 
East South Central 4,314 4,742 148 6,406 8,116 7 207 
West South Central | 2,736 | 3,130 86 1,901 | 2,238 4 58 
Mountain 2,079 3,724 132 586 613 1 19 
Pacific 17,355 | 22,246 724 6,360 7,682 12 259 
United States 99,581 |120,582 3,727 46,217 | 57,671 90 | 1,734 
Cities of 50,000-99,999 Cities of 100,000 or more 
population population 
Region Population 7 [Population 
Births | Deaths in 1930 | Births | Deaths Number | in 1930 
(000) of places (000) 
New England _ _ 0 _ _ _ —_ 
Middle Atlantic 5,365 6,333 3 219 3,386 3,470 1 127 
East North Central 3,472 4,104 3 178 _ _ _ — 
West North Central 2,171 2,668 1 81 _ _— — 
South Atlantic 4,850 5,707 2 137 5,356 5,388 183 
East South Central 1,580 1,834 1 65 _ —_ saa 
West South Central 2,198 3,162 1 82 _ _ — —_ 
Mountain — — 0 —_ — — 0 — 
Pacific 5,670 6,431 3 233 28,772 | 32,378 3 1,284 
United States 25,306 | 30,239 14 995 37 ,514 | 41,236 5 1,594 





























* From Vital Statistics-Special Reports, Vols. 4, 6, 1936, 1937. Bureau of the Census. The 1936 
data for a few states are preliminary. 


Pacific Divisions than elsewhere, every geographic region is repre- 
sented. New York with 16 out of 62 counties and California with 19 out 
of 58 counties reporting more deaths than births represent the areas of 
most widespread natural population decrease. Even the South, which 
has the highest birth rate of any major section of the nation, has sev- 


eral large cities reporting more deaths than births. The largest of these 
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are Richmond, Virginia, Columbia, South Carolina, Savannah, Geor- 
gia, Covington, Kentucky, and Little Rock, Arkansas. 

Five of the 93 cities with 100,000 or more population in 1930 must 
now depend upon migration to maintain their population (Table II). 
More deaths than births were reported in Nevada for 3 of the 9 years 
from 1929-1937, although this may be the result in part of the incom- 
plete registration of births. The total natural increase reported in 
Nevada from 1929-1937 was 804. All of the cities in Table IT have very 
low net reproduction rates which strengthens the belief that their crude 
rates of natural decrease are real and not the result of unusual fluctua- 
tions. 

TABLE II 


NUMBER OF BIRTHS AND DEATHS IN TOTAL POPULATION FOR 1935-36, AND THE 
ESTIMATED NET REPRODUCTION RATE OF THE WHITE POPULATION IN 
1930 FOR CITIES OF 50,000 OR MORE POPULATION IN 1930 WITH A 
CRUDE RATE OF NATURAL DECREASE 1935-36* 




















Net Net 
City Births Deaths Pil City Births Deaths atin. 
rate rate 
Cities of Harrisburg 2,100 2,122 -71 
100,000 or more Cleveland 
population Heights 295 7 73 
Albany 3,386 3,470 -73 Terre Haute 1,885 1,994 .74 
Richmond 5,356 5,388 -66 St. Joseph 2,171 2,668 -64 
Seattle 8,643 8,782 .61 Oak Park 1,292 1,327 .65 
Oakland 6,827 7,176 .60 Columbia 1,749 2,451 .74 
San Francisco 13,302 16,420 .46 Savannah 3,101 3,256 .76 
Cities of Covington 1,580 1,834 .90 
50,000-99,999 Little Rock 2,198 3,162 .58 
population Glendale 1,267 1,437 -63 
Troy 1,653 2,216 .67 Pasadena 1,636 2,139 .51 
Atlantic City 1,612 1,995 -25 Sacramento 2,767 2,855 .65 























* Net reproduction rate as computed by Dr. Bernard D. Karpinos, Population Index, pp. 60-63, 
January 1938. The net reproduction rate represents the average number of daughters which a female 
infant would bear if subject throughout her lifetime to a fixed set of fertility and mortality rates. 
The rates used were those prevailing in 1930. A net reproduction rate of 1.00 means that the population 
would remain stationary in number in the absence of migration, while a net reproduction rate of less 
than 1.00 means that a population would decrease in number in the absence of migration. For example, 
the rate of .73 for Albany means that 100 female infants, if subject throughout their lifetime to the 
fertility and mortality rates existing in 1930, would bear only 73 daughters. 


It is thus apparent that an appreciable number of communities in 
all parts of the country will begin to decrease in population unless mi- 
gration from other areas offsets the loss arising from the excess of 
deaths over births. Attention is called to these facts in order to con- 
vince even the most doubtful skeptic that the rate of growth of the 
population not only is slowing down but that it is also changing to a 
rate of decrease in many places. In view of widespread unemployment 
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this may, at first sight, be regarded as a boon. However, this is largely 
illusory since the present births will not be old enough to be either em- 
ployed or unemployed for another twenty years. It is important to re- 
member that the full effects of changes in the birth rate are not noticed 
until about a generation after they occur. 

These data have been presented not in an attempt to create a popu- 
lation scare, but rather to call attention to a situation which will un- 
doubtedly become more widespread in the near future. If hasty and ill- 
conceived proposals for the control of population change are to be 
avoided, it is important that the consequences of present trends in 
birth and death rates be anticipated long before the problem becomes 
acute enough for public action. 


Harowp F. Dorn 
United States Public Health Service 


A CORRECTION 


In “The Use of Ranks to Avoid the Assumption of Normality Im- 
plicit in the Analysis of Variance,” this JouRNAL, 32 (1937), 675-701, 
the expression at the top of page 695 should be corrected by placing 
the denominator of the fraction under the square root sign, making 
it read 

x — (p — 1) 
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NOTE ON PUNCHED CARD TECHNIQUE 


Since the publication of my paper on “Punched Card Technique for 
the Correction of Bias in Sampling,”! it has been found that consider- 
able economy can be effected by the use of summary cards.* The ex- 
pansion factors are punched in the summary cards rather than in the 
original data cards. The resulting number of summary cards for the 
Texas motor vehicle study is less than ten per cent of the number of 
original data cards. Thus the machine hours required for the work of 
analysis are greatly reduced, and if, as in the Survey, it is necesary to 
take the cards to an automatic multiplying punch in an office of a 
tabulating machine company, this operation is greatly facilitated by 
the smaller number of cards. A further advantage is that sufficient 
blank columns can be provided to receive the products of variates by 
expansion factors to be punched by the automatic multiplying punch. 
While the sums of such products can be accumulated in a counter on 
the machine, there are advantages in having the products recorded on 
the summary cards for future reference. Should it prove impossible to 
preserve the great mass of original data cards, the essential informa- 
tion from these cards could be preserved in a much smaller set of sum- 
mary cards containing both the unexpanded and expanded variates in 
a form convenient for use. 

It was found that if the strata determined by the control variates, 
county, vehicle type, and year model, were further subdivided by pop- 
ulation groups, the data cards would then be in groups which would re- 
main intact under any of the various sorting operations required for 
the preparation of a great many of the desired tables. Furthermore, all 
of the cards of such a group, coming from the same stratum, would re- 
quire the same expansion factor. For each such group of data cards, a 
summary card was prepared recording the control information (iden- 
tical for all the cards of the group), as well as the number of data cards 
in the group and the totals of the various sampled variates. These 
summary cards were punched automatically by a summary punch 
actuated by the tabulating machine. Since the resulting summary cards 
did not provide sufficient blank columns for recording the expansion fac- 
tors and the products from the automatic multiplying punch, it was 
found necessary to duplicate the information from each of these cards 
on two new summary cards. These cards were identical in control in- 
formation, as well as in number of vehicles and amount of registration 
fees, while one of the cards recorded miles traveled and gasoline con- 

1 This JournaL, 33 (1938), 552-556. 


2 Considerable credit for the development of this summary card technique is due to Mr. W. L. 
as of the Bureau of Public Roads and to Mr. J. T. Barton and Mr. S. C. Bailey of the Survey. 
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sumed in the State and the other, total miles traveled and total gasoline 
consumed. This work was performed by the reproducing punch. Into 
each of these summary cards was punched the expansion factor appro- 
priate to the stratum to which the card belongs, these factors being 
punched by the gang punch from master cards. The summary cards 
were passed through the multiplying punch in order to multiply each 
sampled variate by the expansion factor and record the product in a 
field provided for that purpose on the card. In a similar operation the 
expansion factor was multiplied by the number of data cards which 
the summary card represents to produce the expanded number of 
vehicles represented by that card. The total expanded value of a given 
variate was obtained by calculating on the tabulating machine the ap- 
propriate total of such products. A mean value of a given variate was 
calculated by dividing the total expanded value of that variate by the 
total expanded number of vehicles. 

The success of this method requires the elimination at the outset of 
all the original data cards that are incomplete, or coded as unreported, 
in any of the control or sampled variates to appear on the summary 
cards. This elimination must be performed before the calculation of 
expansion factors. It is necessary, furthermore, that all the data cards 
represented by a single summary card require the same expansion fac- 
tor. 

While by this method it was possible to prepare all the expanded tables 
that were required, it must be noted that this technique has definite 
limitations. The summary cards can not be used to prepare any tabu- 
lation which would require the subdivision of groups of the original 
data cards represented by the summary cards. For this reason it is im- 
possible to prepare frequency distributions of any of the sampled vari- 
ates from the summary cards. Since it is thus impossible to calculate a 
mean from a frequency distribution prepared from these cards, it is 
necessary to employ a multiplying punch for the calculation of mean 
values of expanded variates. 

C. W. VicKERY 

Texas Highway Planning Survey 

Austin, Texas 








STATISTICAL NEWS AND NOTES 


Central Statistical Board Report on the Returns Made 
by the Public to the Federal Government 


The Central Statistical Board on December 31, 1938, submitted to the 
President a report on Returns Made by the Public to the Federal Government. 
In a letter dated May 16, 1938, to the Chairman of the Board, the President 
expressed concern over the large number of statistical reports required by 
Federal agencies from business and industry, and requested the Board to 
investigate various aspects of Federal reporting requirements. Accordingly, 
the Board undertook an extensive survey of the report forms distributed to 
the public by the several Federal agencies during the fiscal year 1938. The 
Board’s report was transmitted to the Congress in January and was referred 
to the Committee on Finance in the Senate and the Committee on Expendi- 
tures in the Executive Departments in the House of Representatives. At the 
request of the President, Congress printed the report as House Document 
No. 27. 

The Board divided returns of information supplied by the public to the 
Federal Government into two classes. Administrative returns were defined 
as those furnishing information to enable a Federal agency to apply a law or 
regulation directly to the respondent or to his employees. During the year 
July 1, 1937, to June 30, 1938, there were approximately ninety-seven and 
one-half million such administrative returns filed with the Government, in- 
cluding returns on income tax forms and reports to the regulatory agencies. 
Nonadministrative returns were defined as those used primarily for purposes 
of compiling statistical totals and to supply information for research pur- 
poses. Some thirty-eight million returns were classified as nonadministra- 
tive, including approximately twelve million returns collected by the 1937 
Census of Unemployment. Under both definitions the figure excluded re- 
turns made to state governments and private statistical agencies. Frag- 
mentary information obtained in the course of the Board’s study indicates 
that the returns to such agencies were at least equal in number to those made 
to the Federal Government. 

The material collected by the Board was analyzed to determine the extent 
and causes of duplications among the report forms used and the burdens 
imposed by them upon respondents. The Board was particularly concerned 
with two aspects of the problem: (1) the duplication of requests for data by 
different Federal agencies; (2) the diversity of business records which was 
necessary because of the variety of definitions used by the different Federal 
agencies. 

The problem of duplication was approached through detailed examina- 
tion of the report forms sent to selected classes of business enterprises last 
year with respect to requests for the respondent’s total pay roll or number of 
employees, or both; and with respect to questions as to total gross operating 
revenue, total value of products or amount of sales. The results indicated 
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that considerable duplication in the sense of requirements in two or more 
sets of reports for “substantially equivalent” information, undoubtedly ex- 
isted. Data on total pay roll or number of employees were requested from 
water carriers by eight different Federal agencies on twenty-one forms; from 
communications companies by five agencies on eighteen forms; from bitumi- 
nous coal mining companies by five agencies on twelve forms; and from iron 
and steel manufacturers by four agencies on fourteen forms. Gross revenue 
or sales data were requested from electric power and gas companies by five 
agencies on eight forms; from iron and steel manufacturers by five agencies 
on six forms; and from banks by six agencies on nine forms. 

Considerable duplication between the data obtained by the Federal Gov- 
ernment and by State governments was also discovered. Because most States, 
as well as the Federal Government, tax income and participate in the social 
security program, employers must in many instances report the individual 
earnings of many of their employees four times for each reporting period. 
Because of these facts the Board suggests the desirability of a consolidated 
report of individual earnings to be used for income and social security taxes 
by both the Federal and State Governments. 

The strict application of many laws and regulations requiring Federal 
agencies to collect data on a confidential basis was found to be a further 
cause of serious duplications in Federal reporting requirements. The Board’s 
report points out that because of the necessity of keeping returns confidential 
it is frequently impossible for one Federal agency to secure, even for very 
general statistical purposes, data already collected by another. In many in- 
stances the effect of so-called confidential clauses has been to necessitate two 
or more requests for the same material by different agencies. The Board also 
points out that, under interpretations now made by some agencies of their 
confidential relations to respondents, information regarded by a Federal 
agency as “confidential” may be common knowledge in the trade. Interpre- 
tations of this kind have been carried to the extreme of preventing a Federal 
agency from disclosing the names and addresses of its respondents, and even 
from indicating, where totals for several classifications have been published, 
the classification in which any particular respondent has been placed. In 
effect, while this has permitted the exchange of statistical totals, it has pre- 
vented one agency from telling another agency what its totals mean. 

Closely related to the problem of duplicate requests for information is 
that of the diversity of business records necessitated by slight variations in 
the definitions prescribed by different agencies engaged in collecting es- 
sentially the same data. In some instances, Federal agencies have failed to 
recognize current business practices in the formulation of questions to be 
included in report forms. In addition, report forms are sometimes out of line 
with the records of large groups of respondents because of a lack of agree- 
ment among the respondents themselves. Finally, conflicting reporting re- 
quirements sometimes rest upon definitions contained in basic legislation. 
“Wages and salaries” reported for income tax purposes are not the same as 
“wages and salaries” for purposes of social security taxation. Furthermore, 
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the definition of wages differs between two titles of the Social Security Act 
itself. 

The Board’s general conclusions may be summarized as follows: Most of 
the reports now made by the public to Federal agencies are essential to the 
regulatory or administrative functions of the Government or are necessary 
for the formulation of public policy or to meet legitimate public demand for 
information which cannot be collected either easily or adequately except by 
Government agencies. Although in most cases there is clear justification for 
the direct collection of data needed for proper performance of administrative 
or regulatory duties by the agencies concerned, in some cases the necessary 
information can be adequately secured through other Government agencies. 
To some extent, therefore, the requirements of the Government have in- 
posed a burden which is unnecessary and which can be lightened. On the 
basis of its findings the Board made nine recommendations which constitute 
a program for improving the statistical services of the Federal Government: 


1. That it be recognized as sound in principle and necessary in practice that 
the various statistical and report-collecting services of the Federal Govern- 
ment be for the most part attached to agencies having administrative or 
other responsibilities relating to the subjects of the reports; and that, 
because of this decentralization of the statistical and reporting services, 
it is essential that there be a statistical coordinating agency with adequate 
powers. 

2. That provision in law be made to relieve any Federal agency or officer of 
any requirement under existing law directing the collection of reports from 
the public, if substantially equivalent information which will meet the 
needs of such agency or officer is available from other reports to any 
Federal agency. 

. That provision in law be made to promote and encourage Federal agencies 
collecting information on a confidential basis to make such information 
available for the use of other Federal agencies under rules designed to 
afford proper protection for the interests of individual respondents, these 
rules to be promulgated by the President upon recommendations of the 
statistical coordinating agency. 

4. That in cases where the statistical coordinating agency is unable to reduce 
or eliminate unnecessary duplication in reports to Federal agencies, it be 
required to hold a hearing on the nature and reasons for such duplication 
and to report its findings to the President; and that the President be given 
power to eliminate such duplication. 

5. That provision in law be made that, notwithstanding any previous pro- 
vision of law to the contrary, no respondent shall be required to report 
information to a Federal agency when such information is obtainable from 
reports previously made to the same agency, unless the collecting agency 
shall have established before the statistical coordinating agency that the 
duplicate request is necessary. 

6. That provision in law be made as follows: (a) that when the needs of two 
or more Federal agencies for reports pertaining to a given field of interest 
or from a given group of respondents can satisfactorily be met by the 
collection of such reports through a single agency serving as the agent of 
both or all such agencies; and when the statistical coordinating agency 
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after due investigation shall have found such an arrangement to be in the 
public interest, it shall, subject to approval of the President, provide for 
the collection of the reports involved by a single agency which it shall 
designate; (b) that after such a designation such arrangements shall apply 
to any new collection service within the field of interest or involving the 
group of respondents in question, unless the need for other arrangements 
is established before the statistical coordinating agency; and (c) that such 
arrangement shall be extended to reports now being collected, as soon as 
found practicable and in the public interest; provided that such arrange- 
ment shall not be allowed to hamper any agency in obtaining information 
needed in the performance of its duties. 

7. That further consideration be given to technical changes in the Federal tax 
laws and procedures which would provide, in so far as is consistent with 
fiscal policy, for: (a) the consolidation of tax returns in cases in which any 
considerable group of persons is required to file two or more types of such 
returns in any one year; (b) acceptance by the Bureau of Internal Revenue, 
in lieu of all or part of any tax return, of any sworn report made to a 
regulatory agency which provides the required information; and (c) such 
other modifications in tax returns as would lighten the burden of making 
reports either to the tax authorities or to other Federal! agencies. 

8. That the statistical coordinating agency be directed to arrange for the 
establishment and maintenance of classified address lists of respondents so 
that for each important group of respondents there may be a standard list 
available to all Federal statistical and report-collecting agencies. 

9. That Federal agencies be required by law to keep uniform records of all 
questionnaires and report forms adopted and used to collect information 
from the public and to make reports on their adoption and use to the 
statistical coordinating agency; and that responsibility in each agency for 
authorizing the use of such forms and for the maintenance of such records 
be centralized. 


The first of these nine recommendations proposes the explicit adoption of 
the principle of decentralized organization of the Federal statistical services. 
The statistical functions of the various Federal agencies are so vitally related 
to their administrative functions that the organizational identification of sta- 
tistics and administration is considered essential. Adoption of this principle 
necessarily involves the adoption of its corollary if duplication is to be pre- 
vented. In other words, coordination of the statistical and reporting services 
is necessary in order to compensate for the dispersion created by their de- 
centralized organization. Recommendations 4, 6, 8, and 9 are designed to 
strengthen the present coordinating machinery. The remaining recommen- 
dations are designed to eliminate unnecessary duplication in reporting re- 
quirements. 


Conference for the Fifth Revision of the International 
List of Causes of Death 


The conference for revision of the International List of Causes of Death 
was held in Paris, October 3-8, 1938. The revision carried out by this con- 
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ference is the fifth in a decennial series which began when the International 
Institute of Statistics in 1893 proposed the original International List as a 
universal system for classifying causes of death. Since that time, acceptance 
has become so general that now practically every nation which publishes 
statistics on causes of death uses this List as a basis. 

The recent conference was unusually successful in that a remarkable de- 
gree of cooperation and unanimity of feeling pervaded the deliberations. 
In fact, throughout the hundreds of decisions that were made, unanimous 
agreement was reached in all controversial questions by means of open dis- 
cussion. The conference was attended by 46 delegates representing the fol- 
lowing 15 nations and four independent agencies: Belgium (1), Canada (1), 
Denmark (4), France (10), Germany (2), Great Britain (7), Hungary (1), 
Italy (2), Netherlands (2), Norway (1), Paraguay (1), Roumania (1), Tur- 
key (1), United States (7), Venezuela (1), International Labor Office (1), 
International Office of Public Hygiene (1), League of Nations (1), and Red 
Cross League (1). 

The agenda for the conference was prepared by a Joint Committee of the 
International Institute of Statistics and the Health Organization of the 
League of Nations. This agenda presented a summary of the recommenda- 
tions submitted by twenty-three nations and one independent agency. 
Recommendations submitted by the United States government were pre- 
pared by the American Public Health Association Committee on Accuracy 
of Certified Causes of Death under the chairmanship of Dr. Haven Emerson 
of Columbia University. The result of several years’ work, these recommenda- 
tions represented the considered suggestions and opinions of a wide variety 
of individuals, organizations, and professions in this country. 

Measures adopted by the International Commission will bring the next 
edition of the International List, which is to be used during the decade 
1940-1949, into closer conformity with modern medical science and public 
health practice. For instance, the group of titles relating to Infectious and 
Parasitic Diseases has been rearranged according to the type of organism 
causing the fatal disease, viz., bacteria, protozoa, spirochetes, filterable 
viruses, rickettsia, helminths, and fungi. Titles relating to rheumatic and 
cardiac conditions have been subdivided to provide statistics reflecting the 
importance of rheumatic fever as an etiological factor in deaths from cardiac 
affections. With increasing attention being directed toward the reduction 
of mortality among persons of adult age, such data should be important since 
prevention of deaths from rheumatic heart conditions depends to a great 
extent upon the diagnosis and treatment of rheumatic fever in the younger 
ages. It is important that deaths from cardiac affections be classified on an 
etiological basis since those involving valvular conditions may also be due 
to syphilis or arteriosclerosis. 

Of particular interest is the classification adopted for maternal deaths, 
i.e., deaths due to conditions relating to pregnancy, childbirth, and the puer- 
peral state. The new classification of such conditions aims to provide data 
in greater detail and more closely aligned with the needs of those responsible 
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for shaping preventive programs. Differing from the revision of 1929, rubrics 
for deaths resulting from the use of machinery and transportation vehicles 
have been brought into the body of the List, thereby making it compulsory 
for all nations adopting the List to tabulate such deaths in a uniform manner. 
The present edition of the International List, as adopted in 1929, does not 
require this, with the result that comparability among the various nations 
is often impossible. 

The International Commission did not adopt a standard definition of still- 
birth, since several of the nations represented at the conference in October, 
1938, had previously committed themselves to the definition recommended 
by the League of Nations. However, the Commission did adopt a Nomen- 
clature of Causes of Stillbirth, which should facilitate international compari- 
son of stillbirth statistics among those nations having similar definitions of 
stillbirth. 

The following resolution, which is both unique and highly opportune for 
the promotion of international accord in vital statistics, was unanimously 
adopted by the International Commission: 

WueEreas, In 1929 the United States Government was delegated to study 
the problem of obtaining international consistency in the methods of selecting 
the primary cause of death; 

Wuereas, Numerous studies, completed or in process, by several nations 
indicate that this is a serious and as yet unsolved problem; and 

Wuereas, These studies indicate that the task of obtaining international 
comparability between the death rates of various diseases involves other 
questions than just those of selecting the primary cause of death. Therefore, 
be it 

Resolved, That: 1. The United States Government be thanked sincerely for 
the work it has undertaken; 2. The United States Government be requested 
by the International Commission to continue its studies during the next ten 
years in cooperation with other nations or agencies on a somewhat broader 
basis; and 3. For the purposes of such future studies, the United States 
Government be invited to form a sub-committee comprising representatives 
of countries and agencies cooperating in the various lines of research con- 
cerning this subject. 

This resolution makes it possible for the United States Bureau of the Cen- 
sus to develop an international cooperative research plan for the solution 
of problems relating to the comparability of mortality statistics. It is con- 
templated that the membership of this committee be varied from time to 
time to permit representation according to changing research interests. This 
committee will make it possible for any nation to submit vital statistics 
research problems with the understanding that the nation itself contribute 
toward the solution of those problems. It is confidently expected that the 
measures adopted at the October conference will prove of no small value in 
promoting internationa! cooperation and understanding in vital statistics. 

Ha.Bert L. Dunn, M.D. 
Division of Vital Statistics 
Bureau of the Census 
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Progress of Work in the Census Bureau 





Coordination of Functions of the Census and Foreign and Domestic Com- 
merce. The recommendations of a committee appointed by the Secretary of 
Commerce to consider possible improvements in the current business sta- 
tistical services of the Department will become effective in the near future. 
The Bureau of the Census will then be responsible for the collection, tabula- 
tion, and release of the basic tables on current statistics of retail and whole- 
sale trade and manufacturing, while the Bureau of Foreign and Domestic 
Commerce will analyze and interpret these data and publish such interpre- 
tations. Previously each of the Bureaus has performed both functions in cer- 
tain fields. This new arrangement does not affect the periodic industrial and 
business censuses, but applies only to business and industrial statistics 
gathered at intervals under one year. Current series now collected by the 
Bureau of the Census, or to be collected under the agreement, will be pub- 
lished by the Census with brief explanatory notes or definitions, but without 
interpretation or analysis. The staffs of the two Bureaus will work closely to- 
gether on both the collection and analysis of the data. 

The exchange of functions is to be effective on February 28, at which time 
the collection and compilation of the following series will be transferred to 
the Bureau of the Census: (1) Monthly reports on sales from approximately 
30,000 independent retail stores; (2) monthly reports from approximately 
3,300 wholesale firms, giving information on sales, accounts receivable, col- 
lections, and inventories (with a special form of inquiry in the drug trade); 
(3) monthly reports from approximately 2,000 manufacturing establish- 
ments, giving information on sales, accounts receivable, and collections 
(with a special form of inquiry in the drug trade); (4) monthly reports on 
confectionary poundage from approximately 150 manufacturers, showing 
pounds sold during each period; and (5) quarterly reports on canned food 
stocks. The reports on canned vegetable stocks are obtained directly from 
the National Canners Association which collects the figures from the entire 
industry; stocks of canned fruits are reported by some 60 packers; and both 
canned vegetable and fruit stocks are reported by approximately 500 whole- 
salers. 

All chain store data will be collected by the Bureau of Foreign and Do- 
mestic Commerce as at present. The small number of organizations and the 
fact that these data are published in the form of percentage changes and 
indexes make the function of collection a minor factor. 

Census Survey of Business. The Census Survey of Retail Stores and Whole- 
sale Establishments covering the year 1937 and the first half of 1938 was 
completed in January. The schedules tabulated in this survey were limited 
to those received from identical establishments or organizations (1935, 1937, 
and the first half of 1938) which reported for the Census of Business, 1935, 
and which had not changed their methods of operation up to the close of the 
Survey period, June 30, 1938. The final results were issued in one volume on 
Retail Trade; one volume on Wholesale Trade; and 12 wholesale trade or 
kind-of-business studies. 
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In the Retail report data are presented for chain and independent stores 
separately, and cover such subjects as size of business; cash, credit, and in- 
stallment sales; proprietor withdrawals; pay roll; and inventories. Figures 
are given for the country as a whole, for States, and for the 13 cities having a 
population of more than 500,000 in 1930. 

The 12 Wholesale Trade reports present information by kinds of business 
on dollar sales for the years 1935, 1936, 1937, and the first half of 1938; pay 
roll for the years 1935 and 1937; and inventories at the end of the years 
1935, 1936, and 1937. Sales for the year 1937 and the first half of 1938 are 
shown by quarters. Changes in size of establishments, 1935 to 1937, are also 
shown; wholesale establishments are classified according to their usual term 
of sale; and 1937 sales are analyzed to show cash and credit business sepa- 
rately. The Wholesale volume presents statistics for the United States as a 
whole, for 29 States, and for the 13 largest cities. 

Statistics of State and City Governments. Press releases summarizing the 
types of proposals submitted to the voters by State and city governments in 
the 1938 elections were issued during December. These are the first reports 
issued by this Bureau on this aspect of State and municipal government. The 
analysis of State measures submitted to the voters includes classifications as 
to whether the proposals were constitutional amendments, whether they ap- 
plied to local governments or only to the State, whether approved or de- 
feated, subject matter, and number voted on at one time. The analysis of 
measures voted on in cities over 50,000 population provides a summary of 
the various types of measures that were accepted or defeated. The proposals 
are classified by subject, those for bond issues being further analyzed by 
purpose of the issue. The Bureau expects to issue reports of a similar nature 
analyzing the proposals of the governors to the State legislatures. 

A Digest of State Laws Relating to Inheritance and Estate Taxes in 1938 was 
released in November. This digest presents in summarized form the chief 
items of information relating to inheritance and estate tax laws of each of 
the 47 States and the District of Columbia having such taxes, with citations 
to the State acts. 

The collection of financial statistics of States was resumed for 1937, and 
preliminary releases are now available for nearly all States. Because of an 
economy order in 1933, the financial statistics of States have not been col- 
lected for fiscal years since 1932, and the financial statistics of cities having 
& population of less than 100,000 were also discontinued at the same time. 

C. L. D. 


Board of Governors of the Federal Reserve System 


A revised form for use by banks in submitting reports of condition was 
adopted recently in nearly identical form by the Comptroller of the Curren- 
cy, the Federal Deposit Insurance Corporation, and the Board of Governors 
of the Federal Reserve System and was approved by the Executive Commit- 
tee of the National Association of Supervisors of State Banks. It was first 
used in the December 31, 1938, call for reports of condition. The revised re- 
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port form is described in the January, 1939, issue of the Federal Reserve Bul- 
letin, pages 22-23. 

Among the most important changes in the form are a revision in the classi- 
fication of loans and the addition of information relative to the maturity 
groupings of securities held. The new classification of loans is based more on 
purpose of loans than on type of collateral. Information will be obtained on 
commercial and industrial loans, on agricultural loans, and on loans made 
for the purpose of purchasing and carrying securities, as well as on open- 
market paper, brokers’ loans, and real estate loans. 

Security holdings will be reported with practically the same detailed 
classifications as to issuers as before and, in addition, for the broad classifi- 
cations figures will be given as to holdings of securities maturing in five years 
or less. For United States Government obligations additional maturity 
groupings will be shown. 

Banks have been supplied with detailed instructions which will not only 
assist them in preparing the report but should improve the comparability of 
the reported figures. 

The statement of weekly reporting member banks has been revised to cor- 
respond in general with the changes referred to above. 

The Division of Research and Statistics has available for distribution upon 
request several statistical studies of turnover of demand deposits, interbank 
deposits, and time deposits at individual banks and at groups of banks dur- 
ing the period 1925-1936. These studies make use of data not heretofore 
generally available. 

Monthly indexes of the production of durable and nondurable manufac- 
tures have recently been compiled with a view to facilitating interpretation 
of current developments in manufacturing output. Back figures for these in- 
dexes for the period from January 1919 to date were published in the Federal 
Reserve Bulletin for January 1939 and current figures will be shown regularly 
in the Bulletin and in the Board’s business index statement. A description 
of the new indexes may be obtained upon request from the Division of Re- 
search and Statistics. 

The Annual Report of the Board of Governors for 1938 became available 
at the end of January. The report contained a discussion of the problems of 
banking regulation and supervision and of credit and monetary control under 
conditions of large excess bank reserves. It also included the usual surveys 
of business and credit conditions and of Federal Reserve System operations 
in the year. The report for 1938 was issued in one edition and not in two edi- 
tions as had been the custom with previous Annual Reports. The earlier and 
brief edition of the report had contained the text and the records of policy 
actions, and the complete edition which appeared later had included in ad- 
dition a large number of statistical tables and some other appendix material. 
This year’s report contains only a few of the statistical tables and omits 
some of the appendix material previously published. The additional ma- 
terial previously included in the complete edition of the Annual Report will 
be made available in the Federal Reserve Bulletin or in some other form. 
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A new edition of the Federal Reserve chart book was issued in February 
with all information available as of January 25, 1939, plotted on the charts. 
This book was first published in September, 1938, containing information as 
of August 31, and was briefly described in these notes in the September issue 
of the JoURNAL. 


The Federal Deposit Insurance Corporation 


Vuring December, the Federal Deposit Insurance Corporation released 
figures concerning the result of its call upon insured banks for a report on 
their deposits as of September 21, 1938. 

Banks reported the number of their accounts and amount of their deposits 
in the following types: demand deposits of individuals, partnerships, and 
corporations; time deposits of individuals, partnerships, and corporations; 
interbank deposits; public funds of States and their political subdivisions; 
United States Government and postal savings deposits; uninvested trust 
funds; outstanding drafts; other items. Each type of deposit was classified 
in the following size groups: $5,000 and less; $5,000 to $10,000; $10,000 to 
$25,000; more than $25,000. 

In the analysis, insured commercial banks are grouped by State, by size 
as measured by amount of deposits, and by the per cent of deposits insured 
under the present provision of a maximum of insurance of $5,000 for each 
depositor. The study includes a comparison of the insurance protection 
which is given with a maximum of $5,000 with the insurance protection 
which would be given with a maximum of $10,000 and of $25,000. 

The results of the study will be published in the Annual Report of the 
Federal Deposit Insurance Corporation for the year ending December 31, 
1938. 

Securities and Exchange Commission 


In December, 1938, the Commission made public the first of a series of 
reports based on a Census of American Listed Corporations. The Census, a 
W. P. A. project sponsored by the Commission, is designed to abstract the 
more significant data available in registration statements filed under the 
Securities Exchange Act of 1934, and covers about 2,000 corporations. The 
report released in December contained selected information on 12 steel pro- 
ducers with assets over $100,000,000 each. It provided individual data for 
each of the companies and also combined data for all companies in the 
group. Included in the data on individual companies were a general survey, 
the names of the parents and subsidiaries of each company, the outstanding 
security issues of each company, 16 financial and operating ratios for each 
company, salary data for each company, and individual balance sheets, 
profit and loss statements, and surplus reconciliations. The combined data 
for the group as a whole included a balance sheet, a profit and loss statement, 
a surplus reconciliation, totals of selected expense items and 16 operating 
and financial ratios. Similar summaries will be issued during the early months 
of 1939 covering companies in other major industries. 

A further installment of the Commission’s study of investment trusts and 
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investment companies was released in January, 1939. It dealt with the per- 
formance of large closed-end and open-end management investment com- 
panies during the period from 1927 to 1937 and attempted to ascertain 
through statistical analysis the extent to which the funds under the admin- 
istration of investment companies have been increased or decreased as the 
result of the activities of management, and to determine factors influencing 
performance. 

The Public Utilities Division released data on security issues of electric 
and gas utilities for the years 1935-1938. The report covered 250 separate 
issues which were publicly offered or sold privately during the year indicated, 
the price to the public, price to underwriters, net proceeds to issuer and price 
range, where available, from date of issuance to December 31, 1938. 


Federal Trade Commission 


The Commission’s investigation into the motor vehicle industry (Public 
Resolution No. 87, 75th Congress, 3rd Session) is nearing completion. The 
resolution of Congress directs the Commission to investigate the policies 
employed by manufacturers in distributing motor vehicles, accessories and 
parts and the policies of dealers in selling motor vehicles at retail, with the 
twofold purpose of determining (1) the extent of monopolistic control in 
manufacturing and distributing automobiles and accessories and the meth- 
ods of obtaining such control and (2) the extent to which any of the anti- 
trust laws are being violated. 

To this end the methods of distribution of the principal automobile manu- 
facturers have been intensively studied and their records examined and a 
large number of dealers have been interviewed. An important part of the in- 
quiry is in connection with the operation of finance companies, both affiliated 
and independent, as related to the sales of manufacturers to dealers and of 
dealers to consumers. 

The Commission is charged by the resolution with the duty of reporting 
to Congress, together with its finding of fact, such recommendations for 
remedia! legislation as it regards necessary and proper. 


United States Tariff Commission 


In June 1938 the Tariff Commission published a report entitled “Current 
Trends in Imports.” The report is tabular in form and the statistics are for 
187 leading articles imported into the United States in 1936, 1937, and in 
the first quarter of 1938. The Commission’s press release, issued in conjunc- 
tion with the tables, analyzes the decline in imports which began in midyear 
of 1937 and continued into 1938, and makes various comparisons of the 
trends in imports, exports, and domestic production. 

A report entitled “Dominion and Colonial Statistics” supplements cer- 
tain statistical data published by the Commission in 1922, in a report on 
colonial tariff policies. Figures are given for colonial empires and for the dif- 
ferent dominions and dependencies of the world, showing their area, popu- 
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lation, density of population, imports, exports, and foreign trade per capita. 
Trade with their respective mother countries and with the United States has 
been tabulated. Some of the tables show the development of trade by se- 
lected years starting with 1900 or 1903. 

The latest edition of the Commission’s pamphlet “Changes in Import 
Duties Since the Passage of the Tariff Act of 1930” is now in press and will 
be available for distribution at an early date. Besides showing all changes 
made in rates of duty since 1930, including those made under 19 trade 
agreements, the pamphlet contains up-to-date information on current im- 
port excise taxes which have the general effect of tariff rates. 

A report entitled “United States Imports and Duties, 1937” was compiled 
by the Richmond unit and published by the Commission during the year. 
It arranges statistics of imports for consumption by schedules and para- 
graphs of the Tariff Act of 1930 instead of by the commodity-group classi- 
fication used in Foreign Commerce and Navigation of the United States 
published by the Department of Commerce. 

The Richmond office also compiled in 1938 an index to “Foreign Crops and 
Markets,” a weekly publication issued by the Department of Agriculture. 
The value of this series of reports as research material was greatly impaired 
by the failure to maintain such index after 1930. The index compiled at 
Richmond therefore answers a need and has been widely distributed by the 
Department of Agriculture. 

Reports surnmarizing the trade agreements between the United States and 
the United Kingdom, Canada, and Czechoslovakia have been issued by the 
the Tariff Commission. These reports contain detailed analyses of the agree- 
ments, discussion of trade between the United States and these countries, 
and economic data relating to commodities on which the United States 
granted concessions. Similar reports have been issued on most of the other 
important agreements previously concluded. 

A detailed statement regarding the statistical and other work of the Tariff 
Commission is set forth in 1ts annual report to Congress for 1938. 


Farm Credit Administration 


Further reorganization of research work in the Farm Credit Administra- 
tion has resulted in the establishment of two separate research divisions, the 
“Economic and Credit Research Division” and the “Cooperative Research 
and Service Division.” Until recently these units functioned as subdivisions 
in a research division. Research dealing with credit problems of farmers in 
acquiring and operating farms will be carried on by the staff of the Economic 
and Credit Research Division. Research on problems of farmers’ cooperative 
marketing and purchasing associations will be conducted by the Cooperative 
Research and Service Division which also performs the service and educa- 
tional work for cooperative associations. E. C. Johnson, Chief of the Eco- 
nomic and Credit Research Division, and T. G. Stitts, Chief of the Coop- 
erative Research and Service Division, report to the Governor of the Farm 
Credit Administration through E. A. Stokdyk, Deputy Governor. 
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Bureau of Mines 


The establishment of a Secondary Metals Section of the Bureau of Mines, 
United States Department of the Interior, at Pittsburgh, Pennsylvania, with 
James 8. Earle of Plainfield, New Jersey, as Supervising Engineer, was an- 
nounced by Secretary of the Interior Harold L. Ickes on January 17, 1939. 

The creation of a section to deal exclusively with secondary metals, ac- 
cording to Dr. John W. Finch, Director of the Bureau of Mines, was neces- 
sitated by the constantly increasing importance of scrap as a factor in metal 
supply and by the growing demand upon the Bureau of Mines for au thori- 
tative information in this field. Bureau officials have long recognized that 
the stock of metals in use and the scrap returning to industry constitute a 
great national resource, and that the formulation of a sound public policy 
with respect to raw material supply is dependent upon a thorough under- 
standing of the secondary metal problem. Not only is the scrap industry 
itself in need of more frequent and detailed data than have heretofore been 
available, but the rapid growth of secondary metal production is exercising 
a profound influence on mining which is too little understood by reason of 
insufficient data. In the light of these facts, a thorough knowledge of the ex- 
tent and industrial incidence of secondary metal production is highly es- 
sential to the regular flow of current supplies as well as to the effective con- 
servation of irreplaceable natural resources. Although annual statistics on 
the production of secondary metals of the nonferrous group have been com- 
piled over a period of thirty years, it is only now that funds have become 
available for regular coverage of the vast resources of ferrous scrap that an- 
nually return to the industrial cycle. The various fact-finding activities of 
the Bureau in regard to scrap will be consolidated in the new section and ex- 
panded as need and opportunity arise. 


Bureau of Labor Statistics, U. S. Department of Labor 


There have recently been completed surveys of wages, hours, and working 
conditions for furniture, electrical apparatus and supplies, meat packing, 
fertilizers, woolens and worsteds, and the dyeing and finishing of textiles. 
Work is nearing completion on similar surveys of the iron and steel indus- 
try; knit goods, including full-fashioned and seamless hosiery, outerwear, 
underwear, and knit cloth; and foundries and machine shops, including 
agricultural implements, machine tools, textile machinery and parts, and 
other machinery. Field work has been begun on boots and shoes and the ap- 
parel industries; a special effort is being made to cover those branches of the 
clothing industry on which wage rates are known to be low. 

Three new industries—glass, machine tools, and rubber boots and shoes— 
have been added to the list of those for which rates of labor turnover are 
regularly computed, bringing the total to twenty-seven. 

For the use of the industry committees appointed by the Administrator 
of the Fair Labor Standards Act, the Bureau of Labor Statistics is making 
cost of living surveys in ten small cities. Five northern cities and five south- 
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ern cities are included, all with populations between 10,000 and 20,000. A 
typical northern budget and a typical southern budget are priced in each 
locality, and prices are also obtained for the budget used in the W. P. A. sur- 
vey of inter-city differences of living costs made in 1935. 

A bulletin on retail prices of electricity in 51 cities from 1923 through 1938 
is in the course of preparation. Indexes as well as prices are presented for 
consumption of electricity representing three typical services. Indexes of 
rents by types of dwellings in each of thirty-two cities are now available. 

From January 23 to February 1 the retail price field representatives met 
in Washington for their annual conference. The meetings were given over 
to discussions of problems met in the field and training on pricing procedures. 
Special attention was given to rentals, and specifications for shoes and drugs 
and toiletries. 

There has been set up a technical subcommittee of the Bureau’s price 
committee, to deal with questions of specifications, weights, classification, 
etc., and to insure coordination of the work among the three divisions of the 
Bureau concerned with price work—Retail Prices, Wholesale Prices, and 
Cost of Living. The Wholesale Price Division is continuing its general pro- 
gram of revision and improvement. Work on the new index of delivered 
prices of cement has been virtually completed and the new series will be is- 
sued early in the summer. Revision of the price series for hosiery, work cloth- 
ing, and refrigerators is under way. Experimental calculations and tests of 
different types of index numbers are being made in connection with the 
wholesale prices of automobiles. 

The Bureau is cooperating with five other Federal agencies in making 
studies for the use of the Temporary National Economic Committee. Special 
analyses have been made of wholesale and retail prices, employment, earn- 
ings, and related data. 

Frequency and severity rates of industrial injuries for 1937 have been 
computed and will appear in a forthcoming issue of the Monthly Labor Re- 
view. The study is based on the experience of nearly 22,000 firms which were 
included also in the 1936 survey. The article also gives estimates of all in- 
dustrial and occupational injuries for the year. The sample for construction 
has been considerably enlarged through the cooperation of officers of local 
chapters of contractors’ associations. In connection with the surveys for 
1937 and previous years, information on employers’ injury records was ob- 
tained by Bureau field agents from the files of state workmen’s compensation 
offices, while the number of man-hours worked during the year, used as a 
base in computing rates, was secured directly from the employers. Beginning 
with a survey for 1938, which is now under way, the data on injuries are also 
being obtained directly from the companies. The new procedure will elimi- 
nate much of the delay inherent in the old method. It should also result in 
more uniform reporting, since there is a wide variety in the reporting re- 
quirements of the individual state agencies. In addition to the all-industry 
study for 1937, a study was made of injuries in the fertilizer industry; rates 
are shown for four factory departments and for three geographical regions. 
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There have recently been completed studies of labor requirements in the 
production of sand and gravel, electrical machinery and supplies, and the 
construction of school buildings. Another survey deals with the proportion 
of the various costs in different types of road construction. 

New estimates are available of the total number of new dwelling units 
provided in non-farm areas in 1937 and 1938. 


Women’s Bureau, U. 8S. Department of Labor 


The State data available that indicate employment trends by sex have 
been assembled (Bulletin 159) with the purpose of showing how the unem- 
ployment situation in recent years has affected women in the chief woman- 
employing industries. 

The Bureau has made a study (Bulletin 166) of the effects of minimum- 
wage laws, to determine whether they attain their objectives when put into 
operation at a time of business depression or of such fundamental changes as 
were going on in dry cleaning when Ohio made mandatory its order for that 
industry in 1935. Accordingly, pay-roll records before and after wage orders 
were studied in the power-laundry industry in New York and Pennsylvania, 
the latter having no minimum-wage law at the time, and in the dry-cleaning 
and dyeing industry in Ohio and Indiana, the latter with no legal control of 
women’s wages. 


Bureau of Research and Statistics, Social Security Board 


The Division of Public Assistance Research is analyzing data on the 
social characteristics of the recipients accepted for public assistance during 
the fiscal year 1937-38, on the basis of annual reports submitted by State 
agencies administering public assistance. Two special articles, “Analysis of 
Grants to 586,000 Recipients of Old-Age Assistance” and the “Relief Status 
of One Million Recipients of Old-Age Assistance in 1936-37 and 1937-38,” 
published in recent issues of the Social Security Bulletin, present a partial 
summary of the data. A third article which deals with the marital status and 
living arrangements of old-age recipients will be published in the Bulletin in 
the near future. 

A study is being conducted and comparison made of mothers’ aid laws 
and plans for aid to dependent children approved under the Social Security 
Act. An article, now in preparation, will present data on the number of re- 
cipients, the amounts of obligations incurred, and the coverage of the pro- 
gram for mothers’ aid and aid to dependent children for the period 1932-1938. 

Plans are being made for a national conference of directors of research 
and statistics of State public welfare departments to be held in Washington 
some time in May under the direction of the Division of Public Assistance 
Research. The first national conference of this kind, held in December 1936 
at the time of the annual meetings of the American Public Welfare Associa- 
tion, did much to stimulate interest in research and statistics in the States 
and to provide an opportunity for an interchange of experience among pel- 
sons engaged in similar work. 
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I. 8. Falk, Assistant Director of the Bureau of Research and Statistics, in 
charge of health studies, has been serving as a member of the Technical Com- 
mittee on Medical Care of the President’s Interdepartmental Committee to 
Coordinate Health and Welfare Activities. This Committee is charged with 
responsibility for the preparation and assembling of statistical data and oth- 
er materiai in connection with the development of a national health program 
outlined in the Interdepartmental Committee’s report and recommendations 
on national health recently submitted to the President and transmitted by 
him with a special message to the Congress. During recent weeks, the Com- 
mittee has held a series of conferences with representatives of various pro- 
fessional and social organizations and other interested groups, to obtain ex- 
pressions of opinion and suggestions with regard to proposals now under con- 
sideration in this field. 

Research and analysis dealing with quantitative factors affecting pro- 
posals for extension of coverage under the old-age insurance program, and 
for other substantive changes in the provisions of law relating to this pro- 
gram, have received new emphasis in the Bureau of Research and Statistics 
since the publication of the Final Report of the Advisory Council on Social 
Security and the Social Security Board’s report on proposed changes in the 
Act. Estimates have been prepared of the numbers of persons in various 
types of employment likely to be affected by proposed changes. Completed 
estimates, stated in terms of the numbers likely to be engaged in such jobs 
at some time during 1939, cover maritime employment, agricultural labor, 
farm operation, unpaid family work, domestic service, self-employment, 
professional employment, public service, employment for non-profit insti- 
tutions, casual employment, and work relief programs. Techniques and 
methods are being developed for projecting certain factors such as volume 
of social security tax receipts and benefit payments into the future. The re- 
lation of such projections to estimated trends in population, earnings, and 
national income is also being studied, and quantitative evaluations are being 
made wherever they are feasible. 

Revised statistical forms and instructions for the reporting of benefit sta- 
tistics by State unemployment compensation agencies were approved by the 
Social Security Board at the end of December. The major revisions of the 
benefit-statistics report forms related to the need for a greater degree of uni- 
formity in the items reported by State agencies. A diversity of concepts un- 
derlying the statistical reports had developed as the result of revisions in ad- 
ministrative procedures in most State agencies. The statistical reports, as 
now revised, bring about a greater consistency between procedures in effect 
and the statistical items reported. Consequently, the reports will yield more 
accurate and adequate data for purposes of evaluating the administrative 
load in State agencies. Although the major emphasis of the revised benefit- 
statistics program had been to simplify reporting and increase administra- 
tive usefulness, the increasing demand from students of unemployment com- 
pensation problems, other governmental agencies, and the general public has 
also received recognition. 
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As a part of the study of simplification of unemployment compensation 
administration, estimates of the increased costs resulting from shortening the 
waiting period for unemployment benefits based on distributions of employ- 
ment and unemployment by duration for the years 1931-1938, have been 
completed. Results of this study will be summarized in an article in the 
Social Security Bulletin for January. A detailed statement of the technique 
used together with the cost estimates will shortly be issued. 


Bureau of Old-Age Insurance, Social Security Board 


The tabulation of data, from the wage records of the Old-Age Insurance 
system in Baltimore, for approximately 30,500,000 persons employed in cov- 
ered industry in 1937 is now nearly completed. The tabulation has been 
made by age, sex, color, intervals of individual earnings during the year, and 
state in which employed; and a distinction has been drawn between “non- 
migrant” and “migrant” employees, upon which will be based a study of 
wage earner migration from the states in which account numbers were as- 
signed to those in which employees were working in 1937. 

This tabulation covers about 95 per cent of all employees who worked in 
the industries covered by the Old-Age Insurance system during the first 
year of operation. It will, however, give a very adequate picture of the per- 
sonal characteristics and individual earnings of employees covered by the 
Social Security Act. In the corresponding tabulation for 1938, which it is 
hoped will be completed soon after the end of the present calendar year, in- 
formation also will be available with reference to individual industries, the 
quarters of the year in which workers were employed, and the ratio of labor 
turnover. 

Work is proceeding simultaneously on the first complete tabulation of da- 
ta for employers in covered industry, for the first quarter of 1938. This will 
give figures for total employment and pay roll, with distributions by size of 
firm, industry and state, and other geographical areas. Difficulties arising 
from the form in which returns are made by employers having establish- 
ments in more than one industry or more than one locality will impose limi- 
tations on the industrial and the finer geographical distributions. It is be- 
lieved, however, that the results will be of material interest. 

When the employer tabulation for the first quarter of 1938 has been com- 
pleted, corresponding tabulations for the remaining quarters of the year will 
be proceeded with immediately. Beginning with data for the first quarter of 
1939, it is planned to make employer tabulations at regular quarterly inter- 
vals. 

The punching of substantive claims data was begun in November. Plans 
have been completed for tabulations which will be deferred, however, until 
data for several months have been accumulated. 

Punch cards have been used for recording administrative statistics from 
claims for lump-sum payments since November 1938. “Administrative” 
cards have been punched for a 30 per cent sample of the claims certified for 
payment in November and December 1938, and tabulations have been con- 
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pleted from these cards; the punching of cards for January 1939 is now in 
process. The data obtained are used administratively in measuring the rate 
of handling claims in the different operations of the Bureau of Old-Age Insur- 
ance, and in the location and analysis of the causes of delay. 

A study was made of Death Claims which were filed during the calendar 
year of 1937 and a table prepared showing a distribution by occupation and 
cause of death. For comparison with the earlier study of death rates by oc- 
cupation based on data of the U. 8. Census Bureau collected in 1930, tables 
were prepared for ten states (Alabama, Connecticut, Illinois, Kansas, Mas- 
sachusetts, Minnesota, New Jersey, New York, Ohio, and Wisconsin) show- 
ing the percentage distribution of deaths by cause for selected occupations 
with a corresponding distribution of death rates in the same states used in 
the 1930 study which was published by the National Tuberculosis Associa- 
tion. 


Division of Social Research, Works Progress Administration 


Survey of Unemployed Not Receiving Public Aid. This survey is intended 
to ascertain the extent and character of need among urban and rural families 
containing unemployed workers who are not receiving public assistance. It 
will determine the amount and sources of income of such families, the char- 
acteristics of the workers, and measure the duration of their unemployment. 
Supplementary information obtained in rural areas will give a general indi- 
cation of types of expenditures and dietary problems. The study is being con- 
ducted in 6 cities and in 20 rural counties in 10 states. 

Survey of Pecan Shelling Industry. A survey being completed in San An- 
tonio, Texas, is planned to give information on the economic and social fac- 
tors affecting pecan shellers. Many of these are migratory workers who ro- 
tate from harvests of beets, cotton, and pecans. The lack of usual employ- 
ment during the period of readjustment under the Wage-Hour Law has 
intensified relief demands and therefore increased the need for more adequate 
information on this group of workers. 

Conference of WPA State Coordinators of Research and Statistical Projects. 
A conference of representative State Coordinators of Research and Statisti- 
cal Projects was held in Washington during the week of January 16. Prob- 
lems of project development, review and operation were considered from the 
State point of view, and programs of long range planning for white collar 
projects of the record and research type were discussed. The Coordinators 
in attendance were: A. C. London (Arkansas); James B. Sharp (California 
—Northern); Edwin B. Scheuer (California—Southern); John F. Moore 
(Connecticut); Milton Blanton (Georgia); Ferris Laune (Illinois); H. H. 
McCarty (Iowa); Henry L. Sickels (Minnesota); Neil W. McKay (New 
York State); Charles B. Lawrence, Jr. (New York City); Reed O. Burford 
(Pennsylvania); D. Roy Parker (Texas); Rulon A. Walker (Utah); and 
James A. McAleer (Virginia). 

The following speakers participated in the program: Dr. Stuart A. Rice, 
Chairman, Central Statistical Board; Howard B. Brunsman, Associate Di- 
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rector, Division of Economics and Statistics, FHA; Paul F. Krueger, Acting 
Chief, Survey and Analysis Section, Division of Research and Information, 
USHA; Robert H. Randall, Consultant, NRC, State and Regional Planning; 
Robert C. Binkley, Chairman, Joint Committee on Research Materials of 
the Social Science Research Council and the American Council of Learned 
Societies. Among those of the Washington WPA staff who also addressed the 
conference were Mrs. Florence Kerr, Assistant Administrator in charge of 
Women’s and Professional Projects, and Corrington Gill, Assistant Admin- 
istrator in charge of Research, Statistics and Finance. 

Rural Youth and Employment Opportunities. A detailed analysis of rural] 
youth and employment opportunities is in progress. This study will show 
the occupations which youth enter and the extent of their unemployment. 
It will also present separately, work opportunities for farm, rural-nonfarm, 
and urban youth. Implications of the situation, with regard to both Federal 
programs and private employment, are developed. 

Cooperative Plan for Rural Research. A comprehensive report of the Co- 
operative Plan for Rural Research giving organization, scope, and results 
for the first four years of operation has been completed. This includes brief 
descriptions of Federal surveys and a subject bibliography of State bulletins 
resulting from local surveys. In addition, individual reports have been pre- 
pared for the 41 States which have, at some time, participated in the coop- 
erative plan. 

Unemployment Surveys. In order to avoid the difficulties involved in usual 
concepts heretofore used in measuring unemployment, a new procedure is 
being tried out in seven cities in Southern Illinois on the basis of complete 
coverage. The method resulting from these surveys, will be applied on a 
sampling basis in Birmingham, Alabama; Toledo, Ohio; and San Francisco, 
California. Albany, New York, is conducting an unemployment survey as a 
WPA local project. 


Division of Statistics and Economic Research, 
Works Progress Administration 


A nationwide survey of the WPA recreation program is to be conducted in 
February. This survey is designed to provide information concerning winter 
recreation activities of the WPA program and will provide a comparison 
with the results of a previous summer study published under the title 
“Leisure-Time Leadership.” The new study will yield information concern- 
ing the characteristics of the participants in the program, the types of ac- 
tivities which it is possible to carry out during winter months, and the quali- 
fications of recreation leaders on the projects. 

A new monthly tabulation of employment on all Federal work and con- 
struction programs financed by emergency as well as by regular funds is 
being prepared in cooperation with the Bureau of Labor Statistics. The data 
are summarized by state, by regular and emergency appropriations, and by 
operating agency. 

A study of seasonal variation in employment and unemployment in the 
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construction industry is nearing completion. Another survey of seasonal 
employment in agriculture has been completed. 

An investigation in progress involves estimates and analysis of the gross 
annual increase in the labor supply of the United States, with particular 
reference to its effect on the characteristics of the unemployed and on the 
problem of unemployment among youth. 

National Research Project. During recent months the National Research 
Project has been concentrating on the publication of completed studies. Up 
to January, 1939, there has been published 32 reports incorporating the 
results of the various investigations carried out by this project. 


Office of Education 


Program for the Collection of Library Statistics. As part of the obligations 
of the recently established Division of Library Service in the Office of Edu- 
cation, a continuing program for the collection of statistics of libraries has 
been defined. Statistics of Public-School Libraries 1934-35, the first tabula- 
tion since 1929, is now available from the Superintendent of Documents as 
Office of Education Bulletin, 1937, No. 2, Vol. II, Chapter V. Price 20 cents. 
Statistics of public libraries are now being collected through cooperation 
with the State agencies for public libraries. A new form has been developed 
in cooperation with the university and college library officials for collecting 
data about university and college libraries. This form will be used during the 
year 1939. 

Progress Toward More Uniform Reporting. The Office of Education called 
conferences in Pittsburgh, Pennsylvania, in November, and in Des Moines, 
Iowa, in December, for the consideration of questions in regard to the classi- 
fication of school accounts raised by the Research Committee on School 
Accounting Practice at the Annual Convention of the National Association 
of Public School Business Officials in Chicago in October. Proposed changes 
will be formulated and presented to representative members of the profes- 
sion for criticism and then to the National Committee on Uniform School 
Records and Reports for action. Other topics taken up at the conferences 
were records for school transportation and manuals for personnel and 
financial accounting. 


Graduate School of the Department of Agriculture 


The Graduate School of the Department of Agriculture has recently spon- 
sored two series of lectures on statistics. During the first week in January 
Mr. W. G. Cochran, of the Statistical Department of Rothamsted Experi- 
mental Station, gave two lectures, the first on “The Function of Randomiza- 
tion in Experimental Design,” and the second on “The Use of Transforma- 
tions in the Statistical Analysis of Data.” On January 30 Professor J. Shohat, 
of the University of Pennsylvania, began a series of six lectures to be held on 
alternate Monday evenings. Interpolation, approximation, and mechanical 
graduature are the broad topics of these lectures. 
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The Graduate School is contemplating the publication of reproductions 
of two or three famous articles published in the Eighteenth Century. Fac- 
similes of two articles by The Rev. Thomas Bayes will probably be included, 
the first “A Note on the Use of Divergent Series” and the second, “An Essay 
in Solving a Problem in the Doctrine of Chances.” Both of these articles were 
published in the Philosophical Transactions (of the Royal Society) in 1763, 
twenty years after the death of The Rev. Mr. Bayes. 


National Bureau of Economic Research, Inc. 


A National Bureau volume, Capital Consumption and Adjustment, by 
Solomon Fabricant (291 pp., $2.75) has been chosen for the “‘Fifty Books of 
1938” exhibition. “The purpose of this exhibition is to show the fifty current 
books of the highest artistic and technical excellence, selected on the merits 
of physical attractiveness, suitability to purpose, and the success with which 
the designer has met the problems imposed by editorial content and condi- 
tions of production.” After the opening at the New York Public Library 
on February 15 under the auspices of the American Institute of Graphic 
Arts one set of the books was sent to the Golden Gate San Francisco Expo- 
sition, a second set to England, and a third is being exhibited in various 
cities throughout the United States. 

A grant from the Carnegie Foundation enabled the National Bureau to 
appoint four research associates in 1938. Joel Dean of Indiana University 
acts as executive secretary of the Conference on Price Research and is work- 
ing on studies of costs and pricing policies for both it and the National 
Bureau. Moses Abramovitz of Harvard University is preparing material for 
the business cycle monograph on commodity stocks. Reymond T. Bowman 
of the University of Pennsylvania has assisted in the completion of the 
studies in the field of real estate financing. His term was cut short by his ap- 
pointment as Deputy Secretary of the Department of Public Assistance in 
Pennsylvania beginning February 1. E. Gordon Keith of Harvard Univer- 
sity is surveying available data on fiscal policy and making a bibliography 
in preparation for projects to be initiated by the Committee on Research in 
Fiscal Policy under the chairmanship of W. L. Crum. 

The 1938 series of National Bureau Bulletins was completed with the 
publication of a double issue, “Incomes from Independent Professional 
Practice, 1929-1936,” by Simon Kuznets and Milton Friedman. Based on 
data collected by the United States Department of Commerce the Bulletin 
considers the average levels of net income in five professions—physicians 
and surgeons, dentists, certified public accountants, lawyers, and consulting 
engineers. Titles for the 1939 series of five Bulletins will be chosen from the 
following and other subjects: Changes in Output of Finished Commodities 
since 1879; the Volume of Consumer Credit; Analyses of Costs in Individual 
Enterprises; Cyclical Fluctuations in the Prices and Production of Specific 
Commodities; Manufacturing Production and Productivity; Differentials 
in Housing Costs; and Capital Formation in Post-War Business Cycles. 

Volume Two of Studies in Income and Wealth—papers prepared for the 
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1937 meetings of the American Statistical and Economic Associations and 
the 1938 meeting of the Conference on Research in National Income and 
Wealth with the discussion—has been distributed to Contributing Subscrib- 
ers. The first paper, “On the Measurement of National Wealth,” is by the 
Chairman of the Conference, Simon Kuznets. The others are: “The Correc- 
tion of Wealth and Income Estimates for Price Changes,” by M. A. Cope- 
land and E. M. Martin; “National Income, Savings, and Investment,” by 
Gottfried Haberler; “Capital Gains in Income Theory and Taxation Policy” 
by Roy Blough and W. W. Hewett; “Problems in Estimating National In- 
come Arising from Production by Government,” by G. C. Means (Lauchlin 
Currie and R. R. Nathan, concurring); “Allocation of Benefits from Gov- 
ernment Expenditures,” by R. W. Nelson and Donald Jackson. 


National Industrial Conference Board 


Among the principal publications now planned and in the process of pub- 
lication is a book on national income in the United States from 1799 to 
1938. This book prepared by Dr. Martin, Director of the Economic Research 
Division of the Conference Board, is particularly valuable because it is the 
first one which includes income figures back to the census year of 1799. Pre- 
vious income studies have gone back only as far as 1840, but in this study an 
effort was made to obtain a broad picture of the growth of income and its 
variations in the United States from the first recordings available. Income 
by kind and industrial origin, and income obtained from government are 
among the phases of the subject evaluated. 

A book on concentration in voting control of corporations represents a 
study of data made available by the Securities and Exchange Commission, 
the statistical data for which are being prepared by H. D. Osborne. It is 
expected to indicate the importance of large holdings of voting stock, or 
ownership control over incorporated enterprises. Projected tabulations will 
show (1) the number and size of listed corporations, classified by the pro- 
portion of their voting stock held in blocks amounting to 10 per cent or more 
of the total outstanding; and (2) the number of holders of such blocks of 
stocks, classified by the amount of corporate assets represented by their 
holdings. Some study is also being devoted to dividends in the concentration 
of income. 

Dr. Fausto R. Pitigliani, formerly of the University of Rome, is writing 
a book on the economic working of the Fascist State, basing his study on 
developments in Italy since 1927. A book on economic developments in 
Soviet Russia is also nearing completion. 

Other important projects include: the work on various aspects of the 
price situation, as analyzed by Dr. Jules Backman; a report on family ex- 
penditures over a period of years by Dr. M. Ada Beney; a study of Latin 
American trade by Clyde L. Rogers, Assistant Director of the Economic 
Research Division; a study of depression and recovery in France and the 
United States by Harrison F. Houghton; and a series of pamphlets on typical 
developments affecting labor and management being compiled under the 
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direction of Harold F. Browne, Director of the Management Research Divi- 
sion of the Conference Board. 

In addition, work on unemployment and employment continues, prin- 
cipally with the guidance of Major R. R. Lutz, Director of the Statistical 
Division, Dr. Roland P. Falkner, and Leonard H. Kuvin, Director of the 
Conference Division. Dr. Falkner is also revising the estimates of the na- 
tional wealth. 


Research Projects at Dun & Bradstreet, Inc. 


Twin Surveys—Business Trend, Tax Burden. A large scale experiment 
with an unusual type of duplex questionnaire schedule was started about 
January lst, when over 2,000,000 forms were mailed out to concerns all over 
the country. The left-hand half of this form, labeled “Business Trend Sur- 
vey” asks for 1937 and 1938 sales volume along with inventories at the 
end of each year. The right-hand half entitled “Tax Burden Survey” pro- 
vides space for noting ten different kinds of tax payments, under the follow- 
ing four main headings: 


1. Federal taxes on business income—with a distinction between corporation 
returns and partnerships or proprietorships 

2. Social Security taxes and contributions—with state and Federal amounts 
combined but a distinction between employee and employer contributions 

3. Sales and Excise taxes on outgoing goods—separating Federal from state 


and local 
4. All other state and local taxes—with separate space for income, property, 
franchise and miscellaneous taxes. 


Concerns participating in this survey have the choice of sending both 
forms in together or of detaching the Tax Burden section for more careful 
study and later return. Usable returns during the first two weeks in January 
reveal that 76 per cent of the contributors chose to fill out both schedules, 
while the remaining 24 per cent have supplied sales and inventory figures 
but are withholding the tax schedule until a later date. Only a negligible few 
appear to have tax figures ready but no sales and inventory records. The 
number of usable returns up to date of writing has exceeded last year’s 
returns during the same period. 

Tentative publication plans call for preliminary estimates of sales and 
inventory trends for manufacturing, for wholesaling (in total) and for a few 
of the large retail trades to appear in the March issue of Dun’s Review; the 
preliminary tabulation of the Tax Survey and additional Business Trend 
data in the April issue; final report on Business Trends in the May issue; 
and a detailed report on the tax findings in the June issue. Ability to main- 
tain this schedule will be determined largely by the rate at which returns 
come in. 

Wage and Hour Survey Data. Widespread recent interest among indus- 
trial trade associations in the problem of gathering information on wage 
rates and labor conditions seemed to deserve especial effort to assemble con- 
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venient information. Material on methods of making wage surveys, sample 
forms from various trade associations and discussion of the various methods, 
difficulties and pitfalls have been assembled and distributed widely on re- 
quest. 

Financial Ratios for Management Guidance. Under the title “They Said 
it With Inventories” by Roy A. Foulke, Manager of the Analytical Report 
Department, a 3l-page pamphlet has been published giving fourteen im- 
portant financial ratios for 72 lines of business based upon 1937 year-end 
figures. This is nine more lines of industry and commerce than were studied 
in “Signs of the Times” published in the preceding year. As a basis for the 
figures, 12,302 commercial and industrial business enterprises were studied. 

In addition to the familiar “current ratio” the ratios portray in detail 
safe and healthy relations between the component items of a balance sheet: 
relation of net profit to sales, working capital and net worth; relation of 
sales to working capital, net worth and inventory; relation of debt to net 
worth, inventory and net working capital; and the relation of fixed assets to 
net worth. 

For the first time these ratios are broken down into a three-way guide; 
one series representing the Upper Quartile, one series the Median, and one 
the Lower Quartile. With this three-way setup it is believed that the ratios 
will be of more value than ever before to business executives, bankers, mer- 
cantile credit men, accountants, and students of business affairs. 








CHAPTER ACTIVITIES 


The Albany Chapter 


The Albany Chapter held a dinner meeting on November 15, 1938. C. M. 
Armstrong, Vice-President of the Chapter, presided. Thirty-six members and 
guests were present. 

Dr. Gillett distributed copies of the preliminary report of the Chapter’s 
Committee on Professional Standards for Statistical Workers in the service 
of New York State. He reported that this report would be published in the 
December issue of the American Statistical Association Bulletin. He also 
announced that several copies had been sent to people in the various parts 
of the United States who requested them. 

The speaker of the evening was Wayne D. Heydecker, Director of State 
Planning. After indicating the broad scope of activities which may be in- 
vestigated by the Division of State Planning, Mr. Heydecker gave a brief 
historical outline of population trends in this State, emphasizing the impor- 
tance of topography as a deciding factor. He indicated, also, that state plan- 
ning is not a new idea, mentioning the Erie Canal system of Governor Clin- 
ton’s day as an important piece of state planning. In discussing the work of 
the Division, Mr. Heydecker pointed out that many projects have met with 
partial or complete failure because of the absence or inadequacies of records. 
Further difficulty is caused by the fact that records, when available, are 
seldom comparable with one another. 

The Chapter from its beginning has been interested in the coordination 
and improvement of state statistics, and through a committee began the 
study of this subject several years ago. Largely as a result of Mr. Heydeck- 
er’s talk and of discussion from the floor, the following resolution was 
adopted: 

“Resolved, that the President of the Chapter appoint a committee to 
study the subject of coordination of statistics prepared by state agencies and 
to work with state officials on that subject.” 

At a dinner meeting of the Chapter on December 13, with 29 present, 
C. M. Armstrong, of the Division of Placement and Unemployment Insur- 
ance, New York State Department of Labor, gave a brief talk on the subject 
“Accounting as a Form of Statistics,” which was followed by general dis- 
cussion. 

The discussion showed that accounting is one branch of statistics; that 
the dividing line between accounting and the usual idea of statistics is very 
vague; and that accounting and accounting reports should be judged to a 
considerable extent by the usual statistical measures of significance, homo- 
geneity, etc. 

The concepts of private accounting and public accounting were compared. 
The conclusion drawn from the discussion was that accounting records in 
both fields should yield as many important statistical facts as possible; that 
it is the proper function of the statistician to see that significant groupings 
of the money records of accounting be maintained and compared with the 
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corresponding statistical series showing the services performed or production 
achieved by the unit under observation. 


The Boston Chapter 


“The Relation Between Relief Expenditures and Employment” was the 
general topic for the meeting of the Chapter on November 29, 1938. Ralph 
G. Hurlin, of the Russell Sage Foundation, and Richard K. Conant, of the 
School of Religious and Social Work, Boston University, were the speakers. 
John Pearson, Regional Director, Social Security Board, and John J. Don- 
nelly, of the Massachusetts Department of Public Welfare, led the discus- 
sion. 


The Chicago Chapter 


“The Business Outlook for 1939” was the topic of the third meeting of 
the Chicago Chapter, on December 8, 1938. Charles F. Roos, of the Institute 
of Applied Econometrics of New York City, was the speaker. In the course 
of his discussion of the subject, Dr. Roos showed a number of charts of dif- 
ferent series of data essential to an analysis of business conditions and de- 
scribed some of the methods employed in compiling these series. Further 
discussion of the subject was given by John W. Miller, of Montgomery 
Ward & Company, Richard L. Johnson, of the Northern Trust Company, 
and Harland H. Allen, of Harland Allen Associates. 

At the next meeting, on January 10, Richardson Wood, of the Editorial 
Board of Fortune Magazine of New York City, gave a very interesting talk 
on “Surveys of Public Opinion.” In particular, Mr. Wood described in detail 
the manner in which Fortune Magazine conducts its surveys, the sampling 
methods that have been developed, the selection of interviewers, building 
the questionnaire, etc. At the conclusion of his talk, Robert N. McMurry, 
of the Psychological Corporation, spoke briefly on market surveys from the 
psychologist’s viewpoint. Donald R. G. Cowan, of Swift and Company, 
gave the brief analysis of the various types of market surveys, those con- 
cerning operations within an organization as well as those relating to public 
opinion. Attendance at this meeting was 104. 


The Cincinnati Chapter 


Ed Rundquist, of the Psychological Laboratory of the Board of Educa- 
tion, spoke December 8 on statistical differences in the discriminative ability 
of positive and negative statements in adjustment questionnaires. 

On January 12, Warren S. Thompson, Director of the Scripps Foundation 
for Research in Population Problems, Miami University, spoke on the re- 
placement indexes for cities, and made a preliminary report of an analysis 
of various factors which are associated with the rate of reproduction, based 
upon an analysis of Chicago data. 


The Cleveland Chapter 


The second meeting for the season of the Business Statistics Section of the 
Cleveland Chapter was held at the Hollenden Hotel on October 31, 1938. 
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Eighteen members and guests were present. J. Iglauer, of The Halle Brothers 
Company, addressed the group. His subject was “Some Problems Arising 
from the Social Security Act.” 

The discussion of the Social Security Act was continued at the November 
meeting. C. A. Bartlett, Associate of William Odom Associates, addressed 
the meeting. The subject of Mr. Bartlett’s address was “The Unemployment 
Compensation Law and the Possibility of Setting Our Own Tax Rate.” 

On Saturday, November 12, the 1938 Ohio Conference of Statisticians on 
Business Research was held in Columbus. The Conference was sponsored 
by the Bureau of Business Research of The Ohio State University. The 
Cleveland Chapter was well represented at the meeting. 


The Connecticut Chapter 


A regular and business meeting of the Chapter was held on January 16. 
Albert K. Kurtz, of the Life Insurance Sales Research Bureau at Hartford, 
spoke on the subject, “The Statistical Dictionary.” 

The following officers were elected: President, H. Daniel Darling; Vice- 
President, A. K. Kurtz; Secretary-Treasurer, L. M. Nichols; with Royal 
Meeker and Burton H. Camp serving as the Executive Committee. 


The Detroit District Chapter 


The Detroit District Chapter held a meeting on November 3, 1938, at 
which Stephen M. DuBrul, of General Motors Corporation, presided. 
C. Roscoe Simmons, of the Fordson Board of Education, spoke briefly on 
“The Significance of Population Estimates Based on School Census Data.” 
John R. Stewart, Statistician of the Detroit Board of Commerce, explained 
his short-cut method of estimating Detroit population. 


The New York District Chapter 


Under the general topic, “Financing of Industries,” five speakers addressed 
the December 13th meeting, the chairman for which was Robert Warren of 
the Institute for Advanced Study. 

John E. Rovensky, of The National City Bank, discussed recent trends 
in commercial bank lending. Among the causes for the present total of com- 
mercial loans being less than half that of 1929, he cited smaller inventories 
resulting from corporate efficiency and improved transportation, corporate 
working capital surpluses remaining from public financing, chain store effi- 
ciencies and installment sales financed via public issues of securities. The 
trend towards the term loan and toward various forms of consumer credit 
was described, and the effects on the liquidity of bank assets discussed. The 
conclusion was that the reduction in liquidity is in reality less than it seems 
at first glance. 

Lionel D. Edie, investment counsellor, commented on some non-political 
factors in putting private capital to work. He deprecated the tendencies to 
explain capital’s unemployment solely by current governmental and tax 
policies and the fitting of causes within the traditional business cycle. Dr. 
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Edie denied capital’s continuous willingness to work even when conditions 
appeared favorable. Waves of capital expansion through 1897-1907 and 
1921-29 and waves of liquidity preference like 1909-21 and 1929 to date, 
seem to persist despite conventional cycle, fear of inflation, or political fac- 
tors. Capital activity resulting from an aggressive spirit of enterprise seems 
to be a variable with alternate phases lasting 10 to 15 years. Historical prece- 
dent suggests an expansion phase within the coming two or three years. 

Albert J. Hettinger, of the General American Investors Corporation, 
talked on the financing of industry by commercial banks. After citing the 
SEC studies of the high costs of security flotations for small enterprises, he 
gave a full account of the business loan experiences of both the RFC and 
the Federal Reserve Banks. In summary, RFC loans granted totalled 145 
millions, repayments 35 millions, so that total outstanding is only 3 per cent 
of the 101 Federal Reserve reporting member banks. The Federal Reserve 
district banks have loaned 57 millions, currently outstanding about 18 
millions. Their experience shows the ineligibility of more than half of all 
applicants who either seek proprietary capital or are too marginal to prove 
desirable debtors. He concluded that the commercial banks can and will 
serve most deserving industrial borrowers. 

George H. Houston discussed conditions necessary to revive the demand 
for capital by private enterprise. Technological progress has increased the 
capital requirements per worker in manufacture. The continuous drain upon 
invested capital arising from obsolescence of equipment and of products was 
cited. Attention was called to the fact that recovery must be effected through 
the processes of rebuilding and developing the capital facilities of the coun- 
try, thus doing away with the vast obsolescence that exists at the present 
time. This recovery cannot be effected without the revival of the spirit of 
enterprise on the part of business and investors. It was further emphasized 
that such a revival of the spirit of enterprise is not likely until a change has 
been effected in public policies relating to business. Confidence must be re- 
stored in the stability of our institutions and in the possibility of making a 
profit under conditions that will permit the retention of a reasonable portion. 
These conditions cannot be obtained by coercion along the lines of national 
economic planning but must be induced by encouragement from public opin- 
ion and from government policies favorable to business. 

George O. May, of Price, Waterhouse & Co., spoke briefly on the changing 
character of investment demand. He told of observations of these changes 
in England both as to decreasing demand for equity capital and increasing 
demand for fixed charge investment resulting from a change from personal 
to institutional saving. In tax theory he described one view favoring more 
liberal treatment of income derived from risk-taking capital to encourage 
investment of that kind. To treat all income as representing equal ability 
to pay was, he thought, unsound in theory, and as progressive taxes rose 
higher the point might require reconsideration, though the problem of re- 
ducing different abilities to a common measure would no doubt be a difficult 
one.—Irving Kahn 
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The Philadelphia Chapter 


The second meeting of the Philadelphia Chapter for the current year was 
held on December 9. The topic of discussion was “Taking a Picture of the 
Nation (Population, Resources, and Economic Activities)—Census of 1940.” 
The Chapter was fortunate in having two speakers from Washington: 
Vergil Reed, Assistant Director of the Census, who spoke on the census 
program for 1940, and Harold D. Kube, from the Census of Manufacturers, 
who discussed plans for the 1939 Census of Manufacturers. There were 
thirty-three at the meeting, and it was obvious from the general discussion 
afterward that the speakers had greatly stimulated the interest of the mem- 
bers in the plans and some of the technical procedures involved in the Census 
of 1940. 

The Pittsburgh Chapter 


At the December 22nd meeting of the Pittsburgh Chapter, David Kurtz- 
man, of the Pennsylvania Economy League, discussed the program and ac- 
tivities of the Western Branch of the Pennsylvania Economy League as it 
applies to efficient government in Allegheny County. 


The San Francisco Chapter 


The Chapter held its annual meeting on December 1 and elected the fol- 
lowing officers for the ensuing fiscal year: President, D. R. Fuller, North 
American Investment Corporation; Vice-President, V. P. Timoshenko, 
Food Research Institute; and Secretary-Treasurer, Wm. A. Sturm, Research 
Department of the California State Chamber of Commerce. Mr. Fuller 
appointed M. R. Benedict, Giannini Foundation, University of California, 
and M. K. Bennett, Food Research Institute, members of the Executive 
Committee. The Secretary-Treasurer’s report for the fiscal year ending 
October 1, 1938, showed: 109 members at the end of the year; five meetings 
of the Chapter held during the year with an average attendance of 40; and 
a balance of $241.55 in the treasury. 

The subject for the regular meeting was “The Interrelations of Industry 
and Agriculture in Economic Cycles.” Siegried von Ciriacy-Wantrup, of the 
Giannini Foundation, University of California, spoke on “Interrelations of 
Industry and Agriculture in the Long Cycle,” and Vladimir Timoshenko, 
of the Food Research Institute, presented a talk on “Interrelations of Indus- 
try and Agriculture in the Short Cycle.” 


The Washington Statistical Society 


A meeting of the Society on “Methods of Measuring Unemployment” 
was held on December 12, 1938, with Halbert L. Dunn, of the Census Bu- 
reau, acting as chairman. The speakers were: Calvert L. Dedrick, of the 
Census Bureau; George L. Webber, of the U. S. Employment Service; and 
John N. Webb, of the Works Progress Administration. 

T. J. Woofter, Jr., of the Works Progress Administration, presided at the 
meeting on January 31 on “Population Mobility as It Affects Social and 
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Economic Statistics.” Fifteen-minute talks were given by: Forrest E. Linder, 
of the Census Bureau; Merrill G. Murray, of the Social Security Board; 
Louis Levine, of the Social Security Board; and P. K. Whelpton, of the 
Central Statistical Board. 


NEW MEMBERS 


Auerbach, Samuel J., Statistical Draftsman, Arnold Bernhard Investment 
Counsel, New York City 

Bader, Jerome J., Statistician, Writing Paper Manufacturing Association, New 
York City 

Banks, J. E., Market Analyst, Fenner and Beane, New York City 

Bernstein, Professor Dr. Felix, Professor of Biometrics, New York University, 
New York City 

Bowden, Dr. Aneta E., Associate Statistician, U. S. Public Health Service, 
Washington, D. C. 

Bowman, Dr. John R., Chief, Research and Statistics, Bureau of Highway 
Safety, Revenue Department, Commonwealth of Pennsylvania, Harris- 
burg, Pennsylvania 

Boyd, Dr. Edith, Assistant Professor in Anatomy, University of Minnesota, 
Minneapolis, Minnesota 

Bratcher, Dr. E. E., Associate Professor of Education and Director of Teacher 
Training and Placement, Mississippi College, Clinton, Mississippi 

Buggy, Walter M., Bookkeeper, Jas. H. Billington Company, Philadelphia, 
Pennsylvania 

Butler, Ralph, Manager, Over-due Accounts Department, British Ropes, 
Limited, Carr Hill, Balby, Doncaster, Yorks, England 

Carter, Sam R., Director, Research and Statistics, State of Louisiana Depart- 
ment of Public Welfare, State Office Building, Baton Rouge, Louisiana 

Cassidy, Andrew F., Assistant Statistician, Association of Gas Appliance and 
Equipment Manufacturers, New York City 

Cavin, Dr. James P., Agricultural Economist, Department of Agriculture, 
South Building, Washington, D. C. 

Chamberlain, Joseph W., Research Assistant, Boston Council of Social Agencies, 
Boston, Massachusetts 

Childs, Frank E., Instructor, School of Business, University of Minnesota, 
Minneapolis, Minnesota 

Courage, W. L., Manager, Statistical Department, Hudson Motor Car Com- 
pany, Detroit, Michigan 

Cresin, Roman, Chief of the Agricultural Statistics Section, Romanian Central 
Statistical Institute, Bucarest, Romania 

Crouse, Charles W., Actuary, American Casualty Company, Reading, Penn- 
sylvania 

Day, Samuel H., Acting Chief, Division of Foreign Trade Statistics, Department 
of Commerce, Washington, D. C. 

DeVinney, Leland C., Instructor in Sociology, University of Chicago, Chicago, 
Illinois 

Eckerson, Helen F., State Statistician, Pennsylvania Works Progress Adminis- 
tration, Harrisburg, Pennsylvania 

Farnsworth, Dr. Helen C., Associate Economist, Food Research Institute, Stan- 
ford University, California 
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Fawcett, Fernley G., Statistician, Dun and Bradstreet, Incorporated, New 
York City 

Fels, Bruno M., Statistician, Public Administration Clearing House, Wash- 
ington, D. C. 

Ferebee, Dr. E. E., Chief Statistician, Illinois Emergency Relief Commission, 
Chicago, Illinois 

Feuer, Celia, Social Science Analyst, Social Security Board, Washington, D. C. 

Fischer, Professor Carl H., Assistant Professor of Mathematics, Wayne Uni- 
versity, Detroit, Michigan 

Fisher, Juliet, Instructor, Department of Economics and Sociology, Mount 
Holyoke College, South Hadley, Massachusetts 

Fouch, Bernadine A., Associate in Statistical Research, Children’s Bureau, 
U. 8. Department of Labor, Washington, D. C. 

Frick, Johannes S., Professional Assistant (Economist), Division of Economics 
and Markets, Department of Agriculture, Union Buildings, Pretoria, South 
Africa 

Graham, Richard M., Chief, Division of Cotton and Oils, Bureau of the Census, 
Washington, D. C. 

Hagood, Mrs. Margaret J., Research Associate and Statistical Technician, Insti- 
tute for Research in Social Science, University of North Carolina, Chapel 
Hill, North Carolina 

Hamilton, Professor Roger S., Associate Professor of Economics, Northeastern 
University, Boston, Massachusetts 

Hedges, Elihu, Sales Research, Eastman Kodak Company, Rochester, New York 

Henderson, Donald E. V., Monograph Editor for Science Research Associates, 
Chicago, Illinois 

Herrick, Charles, Research Technician, National Resources Committee, Na- 
tional Capital Park and Planning Commission, Washington, D. C. 

Hinshaw, R. F., Statistician, Kansas City Branch Office, Federal Crop Insurance 
Corporation, Kansas City, Missouri 

Juliber, Gustave S., Student, New York University, New York City 

Katz, Leo, Assistant Superintendent, Statistical Project No. 7004, Works 
Progress Administration, College of Education, Wayne University, Detroit, 
Michigan 

Kofke, Charles L., Director of Research and Statistics, Unemployment Com- 
pensation Commission of New Jersey, Trenton Trust Building, Trenton, 
New Jersey 

Kullback, Dr. Solomon, Lecturer in Statistics, The George Washington Uni- 
versity, Washington, D. C. 

Lewis, David N., Assistant Controller, Rochester and Pittsburgh Coal Com- 
pany, Indiana, Pennsylvania 

Linck, Lawrence J., Special Consultant, Division of Venereal Diseases, United 
States Public Health Service, Chicago, Illinois 

Locke, Dr. Henry D., Supervisor of Research, Liberty Mutual Insurance Com- 
pany, Boston, Massachusetts 

Longstreet, Victor M., Senior Economist, Board of Governors of the Federal 
Reserve System, Washington, D. C. 

Lunenburg, Lillian, Assistant Economist, Division of Construction and Public 
Employment, U. S. Bureau of Labor Statistics, Washington, D. C. 

Meyrowitz, Alvin, Statistician, Market Analysts, Incorporated, New York City 

Mullen, Mrs. Frances A., Teacher, Fenger High School, Chicago, Illinois 
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Narodny, Leo H., Statistician, De Coppet and Doremus, New York City 

Nicoll, A. Olivia, Statistician, National Republican Congressional Committee, 
Washington, D. C. 

Nisselson, Harold, Student, New York University, New York City 

Ober, Gale R., Jr., Statistical Assistant, Real Property Inventory of Metro- 
politan Cleveland, Cleveland, Ohio 

Preinreich, Dr. Gabriel A. D., Accountant, New York City 

Press, Harold, Senior Statistician, Illinois Emergency Relief Commission, 
Chicago, Illinois 

Regalado, Rosendo, Chief, Division of Labor Statistics, Department of Labor, 
Manila, Philippines 

Rider, Rowland V., Junior Statistician, Bureau of Pneumonia Control, New 
York State Department of Health, Albany, New York 

Rubin, Edward P., President, Security Supervisors, Incorporated, Chicago, 
Illinois 

Schunior, George E., Statistician, Sales Department, Reed Roller Bit Company, 
Houston, Texas 

Simonovitz, Samuel, Deputy Administrator, Milk Administration, State Office 
Building, Hartford, Connecticut 

Slomin, Herman, Junior Statistician, Social Security Board, American Meter 
Building, Saratoga and Holliday Streets, Baltimore, Maryland 

Smyth, William, Assistant Analyst, Financial Department, Mutual Life In- 
surance Company of New York, New York City 

Snider, Dr. Joseph L., Associate Professor of Business Statistics, Harvard 
Business School, Soldiers Field, Boston, Massachusetts 

Thaden, Dr. J. F., Assistant Professor of Sociology and Research Assistant, 
Michigan State College, East Lansing, Michigan 

Tietze, Dr. Christopher, Director of Mental Hygiene Study, School of Hygiene 
and Public Health, The Johns Hopkins University, Baltimore, Maryland 

Topkis, Bernard, Associate Economist, U. 8. Bureau of Labor Statistics, Wash- 
ington, D. C. 

Tregaskis, Madeline, Assistant Secretary and Statistician, Narrow Fabrics 
Institute, Incorporated, New London, Connecticut 

Ulrey, Ivon W., Statistician, Columbia Engineering Corporation, New York 
City 

Van Vechten, Dr. C. C., Instructor in Sociology, Wayne University, Detroit, 
Michigan 

Wade, Professor Thomas L., Jr., Professor of Mathematics and Accounting, 
Mercer University, Macon, Georgia 

Wasserman, Dr. Max J., Chief Statistician, Bureau of Old Age Insurance, 
Social Security Board, Washington, D. C. 

Weissman, Irving, Director, Department of Social Research, Social Planning 
Council of St. Louis, St. Louis, Missouri 

Wood, Loring, Associate Statistician, U. S. Bureau of Labor Statistics, Wash- 
ington, D. C. 

Younger, Leo, Jr., Salesman and Sales Analyst, J. H. Semel and Company, 

New York City 











PROCEEDINGS 
ONE-HUNDREDTH ANNUAL MEETING 


BOOK-CADILLAC HOTEL, DETROIT 


PROGRAM 
Tuesday, December 27, 1938 
—10:00 a.m.— 


Tae Dynamics oF AUTOMOBILE DEMAND 

(With the Econometric Society) 

Chairman: Leonard P. Ayres, The Cleveland Trust Company 

Statement of the Problem 
Seward L. Horner, General Motors Corporation 

Factors Governing Yearly Changes in Domestic Automobile Demand 
Charles F. Roos, The Institute of Applied Econometrics 

Additional Factors Governing Monthly Changes in Domestic Automobile Demand 
Victor von Szeliski, The Institute of Applied Econometrics 


COLLECTION AND COMPILATION OF STATE CRIMINAL STATISTICS 
(Arranged by Committee on Statistics of Delinquents and Criminals) 
Chairman: Thorsten Sellin, University of Pennsylvania 
Central State Bureaus (for the collection of criminal statistics) 

C. C. Van Vechten, Wayne University 
State Planning for Uniform Criminal Statistics 
Philip M. Hauser, Bureau of the Census 


—2:30 p.m.— 


Tse Dynamics oF AUTOMOBILE DEMAND 
(With the Econometric Society) 
Chairman: Theodore H. Brown, Harvard Graduate School of Business Ad- 
ministration 
New Measures of Automobile Prices and Values 
Andrew T. Court, Automobile Manufacturers Association 
Significance of the Findings 
Stephen M. DuBrul, General Motors Corporation 
Discussion: Sidney W. Wilcox, Bureau of Labor Statistics 
Harold Hotelling, Columbia University 
Louis H. Bean, Agricultural Adjustment Administration 
John W. Scoville, Chrysler Corporation 


STANDARD CLASSIFICATIONS USED IN CRIMINAL STATISTICS 
(Arranged by Committee on Statistics of Delinquents and Criminals) 
Chairman: Ronald H. Beattie, Bureau of the Census 
Standard Offense Classification 
Rolf T. Harbo, Department of Justice 
Classifications of Methods of Release 
Bennet Mead, Bureau of Prisons 
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Tuesday, December 27, 1938 
—2:30 p.m.— 


CurrRENT TRADE Statistics AND WHat THEY MEAN 
Chairman: Willard L. Thorp, Dun & Bradstreet, Inc. 
Current Trade Statistics and What They Mean 

A. C. Steedman, Dominion Bureau of Statistics 
Sampling Problems in Current Trade Statistics 
Edward L. Lloyd, Bureau of Foreign and Domestic Commerce 
The Collection and Interpretation of Inventory Data 
Walter Mitchell, Jr., Dun & Bradstreet, Inc. 
Notes on the Interpretation of External Statistics 
Q. Forrest Walker, R. H. Macy & Company 
Use Approach to Current Trade Statistics 
Theodore N. Beckman, Ohio State University 


Bio-STATISTICAL PROBLEMS INVOLVED IN THE ATTAINMENT OF SATISFACTORY 
STANDARDIZATION OF AN INSECTICIDE 


(Arranged by the Biometrics Section) 

Chairman: C. I. Bliss, Sandusky, Ohio 

The Origin and Development of the Peet-Grady Method 
F. L. Campbell, Ohio State University 

Biostatistical Problems Involved in the Standardization of Liquid Insecticides 
George W. Snedecor, Iowa State College 

The Elimination of the Effect of the Sexes by Equalization of Their Numbers 
W. A. Simanton and A. C. Miller, Gulf Research and Development Cor- 

poration 
—8:00 p.m.— 


PROBLEMS IN INDUSTRIAL REPLACEMENT AND STANDARDS OF QUALITY 


(With the Econometric Society) 
Chairman: Robert W. Burgess, Western Electric Company 
Some Important Characteristics of a Standard of Quality 
Walter A. Shewhart, Bell Telephone Laboratories 
The Problem of the Replacement of Durable Industrial Equipmeni—Some Dy- 
namic Aspects 
J. S. Bain, Harvard University 
Contribution to the Analysis of Industrial Replacement 
Alfred J. Lotka, Metropolitan Life Insurance Company 
Discussion: Gabriel A. D. Preinreich, Certified Public Accountant, New York 


SAVINGS AND THE SecurITY MARKETS 

Chairman: Spurgeon Bell, The Brookings Institution 

The Geographic Distribution of Underwriting, 1925-32 
James D. Magee, New York University 

The Volume of Savings in the United States, 1933-37 
Raymond W. Goldschmidt, Securities and Exchange Commission 

Trends in the Canadian Bond, Stock, and Commodity Markets, 1928-38 
Alice Willard Turner, Wood, Gundy & Company, Ltd. 

Discussion: Edward C. Simmons, University of Michigan 
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Tuesday, December 27, 1938 
—8:00 p.m.— 


Rounp TasBLE ON StaTisTiIcAL DEFINITIONS OF “GAINFUL WoRKER,” “Un- 
EMPLOYMENT,” AND RELATED CONCEPTS 


Chairman: Paul H. Douglas, University of Chicago 
Discussion: John N. Webb, Works Progress Administration 
Aryness Joy and Loring Wood, Bureau of Labor Statistics 
Leon E. Truesdell, Bureau of the Census 
Calvert L. Dedrick, Bureau of the Census 
Leonard Kuvin, National Industrial Conference Board 
A. H. Leneveu, Dominion Bureau of Statistics 
Gladys L. Palmer, University of Pennsylvania 


Wednesday, December 28, 1938 
—10:00 a.m.— 


THE CHANGING CHARACTER OF REAL INVESTMENT OUTLETS 


(With the American Economic Association) 
Chairman: I. Leo Sharfman, University of Michigan 
The Problem of Industrial Growth in a Mature Economy 
Ralph J. Watkins and Glenn E. McLaughlin, University of Pittsburgh 
The Effect of Current and Prospective Technological Developments upon Capital 
Formation 
David Weintraub, National Research Project 
Public Investment in the United States 
Morris A. Copeland, Central Statistical Board 


CONTRIBUTED PAPERS 


(Arranged by the Biometrics Section) 
Chairman: Alfred J. Lotka, Metropolitan Life Insurance Company 
Quantitative Studies of the Chemical Growth in the Fetal Period 
Richard E. Scammon, University of Minnesota 
Empirical Equations Representing Linear Growth in the Circumnatal Period 
Edith Boyd, University of Minnesota 
The Law of Physiological Aging as Derived from Long Range Data on the Re- | 





fraction of the Human Eye 
Felix Bernstein, New York University 
The True Growth of the Negro Population in the United States 
Bernard D. Karpinos, United States Public Health Service 
The Increase in Childless Marriages and the Decline in Large Families, 1920 
to 1930 
P. K. Whelpton, Central Statistical Board, and Nelle E. Jackson, Scripps 
Foundation for Research in Population Problems 
Discussion: Halbert L. Dunn, Bureau of the Census | 
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Wednesday, December 28, 1938 
—10:00 a.m.— 


TEACHING OF BusiNngEss STATISTICS 
(With the Institute of Mathematical Statistics) 
Chairman: Theodore H. Brown, Harvard Graduate School of Business Ad- 
ministration 
Some Problems in Teaching Elementary Statistics 
Lester S. Kellogg, Ohio State University 
The Teaching of Graduate Students 
Olin W. Blackett, University of Michigan 
A Bead-Sampling Machine for Use in the Class Room 
Dickson H. Leavens, Cowles Commission for Research in Economics 
Discussion: Harry P. Hartkemeier, University of Missouri 
Richard L. Kozelka, University of Minnesota 


STATISTICAL ANALYSIS OF PuBLIC WELFARE PROBLEMS 


(Arranged by the Joint Committee on Relief Statistics) 
Chairman: Herman M. Somers, Wisconsin State Department of Public Wel- 
fare 
The Administrative Use of Time Studies in Public Welfare Agencies 
Edward E. Schwartz, Social Security Board 
Statistical Guides to Administrative Policy in Public Welfare 
Malcolm B. Stinson, Illinois State Department of Public Welfare 
A Study of the Adequacy of Relief for Cases Receiving Aid to Dependent Children 
in South Carolina 
A. T. Moore, South Carolina State Department of Public Welfare 
Discussion: Grace M. Angle, Social Security Board 


—12:30 p.m.— 


LUNCHEON OF THE MEMBERS OF THE COMMITTEE ON SOCIOMETRICS 
Chairman: George A. Lundberg, Bennington College 


—2:30 p.m.— 


StaTisTICAL METHODS IN GENETICS PROBLEMS 


(Arranged by the Biometrics Section and the Institute of Mathematical 
Statistics) 
Chairman: Lowell J. Reed, The Johns Hopkins University 
Tests of Simple Mendelian Inheritance in Randomly Collected Data of One and 
Two Generations 
Charles W. Cotterman and Laurence H. Snyder, Ohio State University 
Statistical Studies of the Familial Aspects of Cancer in Humans 
Herbert L. Lombard, Massachusetts State Department of Public Health 
Application of the Method of Likelihood Ratios to the Testing of Hypotheses of 
Simple Mendelian Inheritance 
8. S. Wilks, Princeton University 
The Application of Statistical Techniques to Egg Production Data for the Formu- 
lation of a Breeding Program 
Willard C. Thompson, New Jersey Agricultural Experiment Station 
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Wednesday, December 28, 1938 
—2:30 p.m.— 
Rounp TABLE CONFERENCES 
(With the American Economic Association) 
A. EXPANSION AND CONTRACTION IN THE AMERICAN ECONOMY 
Chairman: Stephen M. DuBrul, General Motors Corporation 
Is the American Economy Contracting? 
Oskar Lange, University of Chicago 
The Réle of the Automobile Industry 
Wendell D. Hance, Harvard University 
The Outlook for New Industries 
Waldo E. Fisher, University of Pennsylvania 
B. Tue Errect or INDUSTRIAL AND TECHNOLOGICAL DEVELOPMENTS UPON 
THE DEMAND FOR CAPITAL 
Chairman: F. 8S. Deibler, Northwestern University 
How Investment Decisions Are Made 
Shelby Cullom Davis, Delaware Fund, Inc. 
The Significance of Obsolescence and Depreciation Allowance upon Capital 
Formation 
Henry H. Villard, University of Minnesota 
The Changing Character of the Risk Factor in Capital Formation 
Rollin F. Bennett, Columbia University 
C. Tue ROE or Pusiic INVESTMENT AND CoNSUMER CAPITAL FORMATION 
Chairman: Roy G. Blakey, University of Minnesota 
The Government as Investor 
Gerhard Colm, New School for Social Research 
The Government as Competitor 
Ben W. Lewis, Oberlin College 
The Effect of the Social Security Taxes on Consumption and Investment 
G. Griffith Johnson, Jr., Treasury Department 
D. Income AND CapiTaL ForMATION 
(With the Conference on National Income and Wealth Research) 
Chairman: W. Leonard Crum, Harvard University 
The Distribution of Consumer’s Income and Expenditures 
Hildegarde Kneeland, National Resources Committee 
National Income and Capital Formation 
Simon Kuznets, National Bureau of Economic Research 
An Analysis of Capital Formation as a Guide to Current Policy 
George W. Terborgh, Board of Governors of the Federal Reserve System 


—3:00 p.m.— 
CoLuecTION oF SocraLt Data 
(With the American Sociological Society) 
Chairman: Clark Tibbitts, University of Michigan 
The Enumerator Factor in the Health Survey 
Carl C. Lienau, United States Public Health Service 
Limitations of Voluntary Reporting of Social Data 
Calvert L. Dedrick, Bureau of the Census 
Discussion: Barkev S. Sanders, Social Security Board 
Ewan Clague, Social Security Board 
A. F. Hinrichs, Bureau of Labor Statistics 
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Wednesday, December 28, 1938 


—8:00 Pp.m.— 
PRESIDENTIAL ADDRESSES 
(With the American Economic Association) 
Chairman: Frank A. Fetter, Princeton University 
R. H. Coats, President, American Statistical Association 
Alvin H. Hansen, President, American Economic Association 


Thursday, December 29, 1938 
—10:00 a.m.— 


Rounp TABLE ON Basic Factors in THE Houstna MARKET 

Chairman: Warren J. Vinton, United States Housing Authority 

Population Changes Affecting Housing 
Howard Whipple Green, Real Property Inventory of Metropolitan Cleve- 

land 

The Pattern of Residential Rents and Land Values in American Cities 
Homer Hoyt, Federal Housing Administration 

The Relation of Available Dwelling Units to Family Needs and Family Income 
Richard U. Ratcliff, University of Michigan 

Appraisal of Recent Progress in Housing Surveys 
Howard G. Brunsman, Federal Housing Administration 


CoNTRIBUTED PAPERS 
(Arranged by the Biometrics Section) 
Chairman: Joseph Berkson, Mayo Foundation 
A Statistical Study of Certain Factors Influencing the Accuracy of Estimates of 
Plankton Populations 
C. P. Winsor, Iowa State College 
Quantitative Estimation of the Potency of Digitalis by the Cat Method in Relation 
to Secular Variation 
C. I. Bliss and John C. Hanson, The Lilly Research Laboratories 
Interpretation of an Inverted Regression Formula and Its Use in Biological 
Research 
Churchill Eisenhart, Wisconsin Agricultural Experiment Station 
The Use of the Analysis of Variance in Enumeration by Sampling 
W. G. Cochran, Rothamsted Experimental Station, England 
On a New Class of “Contagious” Distributions Applicable in Bacteriology and 
Entomology 
J. Neyman, University of California, and G. Beall, Dominion Entomological 
Laboratory, Chatham, Ontario 


—12:30 P.M.— 


LUNCHEON MEETING ON THE APPLICATION OF Data TABULATED BY CENSUS 
Tracts To Loca STATISTICAL PROBLEMS 
(Arranged by the Committee on Census Enumeration Areas) 
Chairman: Howard Whipple Green, Cleveland Health Council 
Proposed Tabulations of 1940 Data by Census Tracts 
Leon E. Truesdell, Bureau of the Census 
Housing Data Needed by Small Areas 
Ernest M. Fisher, Federal Housing Administration 
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Thursday, December 29, 1938 
—2:30 P.M.— 


Rounp TABLE ON THE MEASUREMENT OF LABOR PRODUCTIVITY 

Chairman: Isador Lubin, Bureau of Labor Statistics 

The Measurement of the Technological Factor in Labor Productivity 
Arthur Wubnig, Railroad Retirement Board 

The Purpose and Method of Measuring Productivity 
Harry S. Magdoff, National Research Project 

Type Problems in the Measurement and Interpretation of Output per Man-Hour 
A. F. Hinrichs, Bureau of Labor Statistics 

Was There a Productivity Plateau in the Twenties? 
Elmer C. Bratt, Lehigh University 

Scientific Management and the Measurement of Labor Productivity 
Harlow 8. Person, New York City 


REPRESENTATIVE SAMPLING 
(With the Institute of Mathematical Statistics) 
Chairman: Harold Hotelling, Columbia University 
On the Mathematics of the Representative Method 
Allen T. Craig, University of Iowa 
Applications of the Theory of Sampling to Large Scale Surveys and Censuses 
Frederick F. Stephan, American Statistical Association 
New Contributions to the Theory of Sampling 
J. Neyman, University of California 
Discussion: Samuel A. Stouffer, University of Chicago 
Churchill Eisenhart, University of Wisconsin 
P. J. Rulon, Harvard University 


Tax-Exempt SEcURITIES 
Chairman: Jens P. Jensen, University of Kansas 
Estimated Distribution of Tax-Exempt Securities, by Classes of Holders, and the 
Probable Shifts in Such Distribution Which Would Occur Should the Further 
Issuance of Such Securities Be Discontinued 
Wesley Lindow, Treasury Department 
Some Fiscal Effects of the Cessation of Further Issuance of Tax-Exempt Securities 
Henry C. Murphy, Treasury Department 
Tax-Exempt Securities and Local Finance 
Harley L. Lutz, Princeton University 
Discussion: Charles O. Hardy, The Brookings Institution 
Paul Studenski, New York University 


—5:30 p.m.— 


SpecraL Session In Memory OF Proressor HENRY SCHULTZ 
(With the Econometric Society) 
Chairman: W. Leonard Crum, Harvard University 
Speakers: Harold Hotelling, Columbia University 
Paul H. Douglas, University of Chicago 


—8:00 p.m.— 


GENERAL MEETING OF THE AMERICAN STATISTICAL ASSOCIATION, INCLUDING 
Report or Boarp or Directors AND ELECTION OF OFFICERS 
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Friday, December 30, 1938 
—10:00 a.m.— 


DuRABLE ConsuMERS’ GOODS AND THE BusiINEss CYCLE 
Chairman: Willford I. King, New York University 
Postponable Purchasing of Durable Consumers’ Goods and the Business Cycle 
Charles S. Tippetts, University of Pittsburgh 
The Replacement Demand for Durable Consumers’ Goods 
Edwin B. George, Dun & Bradstreet, Inc. 
Price Reduction as a Stimulus to Sales of Durable Consumers’ Goods 
Don D. Humphrey, Works Progress Administration 
Discussion: Simon Kuznets, National Bureau of Economic Research 
Edward 8S. Mason, Harvard University 
Edwin G. Nourse, The Brookings Institution 


Uses oF STATISTICS IN THE MANAGEMENT OF DISTRIBUTIVE BUSINESSES 

(With the American Marketing Association) 
Chairman: David R. Craig, American Retail Federation 
The Scientific Marketing of Consumer Goods 

Sidney Hollander, Jr., Maryland Pharmaceutical Products Corporation 
Statistical Problems in Food Distribution 

Ralph B. Sharbrough, The Great Atlantic & Pacific Tea Company 
Analyzing the Sales Interview 

Donald R. G. Cowan, Swift & Company 


SocrtaL STATISTICS 


Chairman: Samuel A. Stouffer, University of Chicago 
Determining the Popularity of Radio Programs 
Frank Stanton, Columbia Broadcasting System 
The Measurement of Culture 
Thomas C. McCormick, University of Wisconsin 
Current Vital Statistics Reports for the United States 
Forrest E. Linder and Robert D. Grove, Bureau of the Census 


—10:30 a.m.— 


THE SAMPLE CENSUS OF AGRICULTURE 


(With the American Farm Economic Association) 
Chairman: W. F. Callander, Bureau of Agricultural Economics 
Developments Arising out of the Trial Census Work in 1938 
Z. R. Pettet, Bureau of the Census 
Development of Partial and Sample Census Methods 
Charles F. Sarle, Bureau of Agricultural Economics 
Results of Four Methods of Sampling Individual Farms 
Irvin Holmes, Bureau of Agricultural Economics 
Discussion: R. L. Gillett, New York State Department of Agriculture and 
Markets 
Calvert L. Dedrick, Bureau of the Census 
T. W. Schultz, Iowa State College 
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Friday, December 30, 1938 
—2:30 Pp.mM.— 


Price PoLiciIES AND THE BusINESS CYCLE 


Chairman: Morris A. Copeland, Central Statistical Board 
Producers’ Goods Prices in Expansion and Decline 

Lloyd G. Reynolds, Harvard University 
The Prices of Consumers’ Goods in Expansion and Recession 

Henry B. Arthur, Swift and Company 
Public Utility Prices and the Business Cycle 

John D. Sumner, University of Buffalo 
Discussion: Isador Lubin, Bureau of Labor Statistics 

Edward W. Morehouse, Public Service Commission of Wisconsin 


UNEMPLOYMENT COMPENSATION 


(With the American Association for Labor Legislation) 
Chairman: George E. Bigge, Social Security Board 
Suggested Changes in Unemployment Compensation 
Eveline Burns, Columbia University 
Recent Developments in Merit Rating 
Herman Feldman, Amos Tuck School of Administration and Finance, Dart- 
mouth College, and Donald Smith, Railroad Retirement Board 
Discussion: Edgar Z. Palmer, Kentucky Unemployment Compensation Com- 
mission 
Collis Stocking, Social Security Board 
Charles V. Kidd, Princeton University 
Clarence A. Kulp, University of Pennsylvania 
Frank B. Cliffe, General Electric Company 


—6:30 p.mM.— 


DINNER MEETING—THE OUTLOOK FOR 1939 


Chairman: Willford I. King, New York University 

Speakers: Laurence H. Sloan, Standard Statistics Company 
Lionel D. Edie, Lionel D. Edie & Company 
Leonard P. Ayres, The Cleveland Trust Company 
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Minutes of the Annual Business Meeting 


The American Statistical Association convened for the one-hundredth 
annual business meeting at 8:00 p.m., Thursday, December 29, 1938, at 
the Book-Cadillac Hotel in Detroit, Michigan. Vice-President Halbert L. 
Dunn presided. 

The minutes of the ninety-ninth annual business meeting were approved 
as published in the JourRNAL.! 

The Secretary read the Annual Report of the Board of Directors.? 

It was voted to express to Ralph J. Watkins the cordial appreciation of 
the members of the Association for his services as Review Editor of the 
JOURNAL during the past four and one-half years. 

In discussing the Report of the Board of Directors, several members 
pointed out the desirability of bringing into the Association more of the 
many statisticians who are not now members but who are interested in the 
work that the Association is doing and willing to help to support it. It was 
proposed that the Directors consider the advisability of establishing a class 
of Associate Members subject to certain restrictions and with a lower rate 
of dues. It was also suggested that the dues of some classes of members 
might be increased. 

The Secretary reported that the Committee on Fellows had no elections 
to announce. The Committee must conduct its business by correspondence. 
The correspondence had been initiated late in the year and the Committee 
had not completed its selection in time for announcement at the Annual 
Meeting. 

The Secretary read the report of the Nominating Committee and stated 
that he had received no nominations by petition. It was voted to instruct 
the Secretary to cast one ballot for the nominees presented by the Committee 
on Nominations. The ballot was cast and the following officers and directors 
were elected: 


President RAYMOND PeEarL, The Johns Hopkins University 
Vice-Presidents 
Collection and Classification of Data, and Administration of Statistical 
Agencies 
O. C. Stine, Bureau of Agricultural Economics 
Statistical and Actuarial Methods and Technique, and the Teaching of 
Statistics 
Atrrep J. Lorxa, Metropolitan Life Insurance Company 
Facts and Methods Pertaining to Sociology, Social Welfare Problems, 
and Labor Statistics 
Ewan Craaue, Social Security Board 
Facts and Methods Related to Biometry, Vital Statistics, Psychology, 
and Education 
JosepH Berkson, Mayo Clinic 


1 This JourNaL, 33 (March 1938), 188. 
? This JourRNAL, p. 155. 
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Facts and Methods Bearing upon Economics and Economic Theory 
J. Frepertc Dewuurst, The Twentieth Century Fund 
Facts and Methods Pertaining Primarily to Business 
Rosert W. Burcess, Western Electric Company 
Facts and Methods Pertaining to Financial Institutions 
Witui1aM J. Carson, University of Pennsylvania 
Facts and Methods Pertaining to Marketing 
VerciL D. Reep, Bureau of the Census 
Directors (For terms expiring at the close of the Annual Meeting in 1941) 
F. Leste Hayrorp, General Motors Corporation 
Wa trer W. Stewart, Institute for Advanced Study 
Director (For the remainder of the term expiring at the close of the Annual 
Meeting in 1940, left vacant by the resignation of W. Randolph 
Burgess) 
Ha.Bert L. Dunn, Bureau of the Census 


Secretary-Treasurer 
FREDERICK F. StepHan, American Statistical Association 


The following resolutions were adopted. 


Resolved, That the members of the American Statistical Association express 
to R. H. Coats their deep appreciation of his leadership as President during 
1938, and extend congratulations and thanks to him and to the Vice-Presi- 
dents, Theodore H. Brown, Burton H. Camp, David R. Craig, Halbert 
L. Dunn, Ralph C. Epstein, Charles O. Hardy, Isador Lubin, and Samuel 
A. Stouffer, for arranging the excellent program of this, the One-hundredth 
Annual Meeting. 

Resolved, That the American Statistical Association expresses its gratitude 
and appreciation to Andrew T. Court, its representative on the Joint Com- 
mittee on Local Arrangements, and to George R. Husband, Chairman of 
that Committee, for their painstaking work in making the local arrange- 
ments essential to the success of this Annual Meeting. 

Resolved, That the American Statistical Association warmly thanks the 
management and employees of the Book-Cadillac Hotel for the fine hospital- 
ity which they provided to members of the Association attending the Annual 
Meeting in Detroit. 

It was suggested that the importance of agricultural statistics might well 
be recognized by designating a Vice-President for this field or including it 
in the responsibilities of one of the present Vice-Presidential offices. 

It was voted to commend the efforts of the Albany Chapter to forward 
the establishment of professional standards of statisticians. 

Thanks were expressed to the Secretary for his part in the preparations 
of the Annual Meeting and in the activities of the Association throughout 
the year. 

The meeting was adjourned. 

FREDERICK F. STepHan, Secretary 
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Report of the Board of Directors 


Continuing the practice established at the last Annual Meeting, we wish 
to present to the members of the American Statistical Association a brief 
review of the Association’s activities during 1938. 

Meetings: This is our One-hundredth Annual Meeting. Our First Annual 
Meeting was held in Boston on February 5, 1840, only two months after 
our Association was organized. Later, the time of our annual meetings was 
advanced to January and then to the last week in December. As a result of 
that change, our One-hundredth Annual Meeting is being held almost a 
year in advance of our one-hundredth anniversary and, consequently, no 
provision has been made for the celebration of our centenary at this An- 
nual Meeting. Plans are being made for an appropriate celebration of this 
important event in a series of special meetings starting with the observance 
in Boston next November of the anniversary of the Association’s founding, 
continuing with a special program in connection with the Annual Meeting 
in Philadelphia a year hence, and culminating in a celebration in Washington 
in 1940 in conjunction with the International Statistical Institute. 

Our President and Vice-Presidents have prepared for us, with the advice 
and assistance of the Secretary, several of our Committees, and many mem- 
bers of the Association, an elaborate program matching in its variety and 
interest the programs of previous years. In accordance with our custom, we 
are sharing the sponsorship of a number of sessions with our kindred asso- 
ciations. 

A special meeting of the Association was held in Ottawa, Canada, last 
June in connection with the summer meetings of the American Association 
for the Advancement of Science. This meeting provided a unique oppor- 
tunity for Canadian and American statisticians to share their experience and 
become better acquainted with each other’s views. In addition to the regular 
sessions there were several informal meetings for the discussion of the com- 
parability of certain statistics in Canada and the United States. The program 
consisted of sessions on “Economic Relations of Canada and the United 
States,” “The Business Outlook with Special Reference to Government 
Spending,” “Retail and Wholesale Trade,” and a joint session with the Cana- 
dian Agricultural Economics Society and the Canadian Society of Technical 
Agriculturalists on “Weather and Crop Yields.” 

The Biometrics Section: At the last Annual Meeting, an amendment to 
the Constitution was adopted which provided for the organization of sec- 
tions. On April 14, 1938, the Board of Directors established a Biometrics 
Section to be responsible for planning meetings on various biometric sub- 
jects including applications of statistics in biology and medicine, and vital 
statistics. The Committee on Biometrics which had been active during the 
preceding two years was continued as the Biometrics Section Committee. 
The Biometrics Section has arranged a series of four sessions in connection 
with this Annual Meeting, one of which is a joint session with the Institute 
of Matheraatical Statistics. 
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Chapters: Members of the Association are finding in our chapter meetings 
increasingly interesting opportunities for the discussion of statistical sub- 
jects. The programs of these meetings have been reported in the JouRNAL. 
In addition to meetings, some of the chapters have had committees at work, 
noteworthy among which was the Albany Chapter’s Committee on Salary 
Grades for Statistical Workers, which prepared and presented to the appro- 
priate State authorities an excellent report on professional standards for 
statistical workers, with especial reference to statisticians employed in the 
departments of the New York State Government. We will refer to this report 
in another connection. 

During the year chapters of the Association were established in Madison, 
Wisconsin, and Detroit, Michigan. The latter Chapter includes within its 
district Ann Arbor, Michigan, and Toledo, Ohio. Both Chapters illustrate 
in their membership the fruitfulness of collaboration between statisticians 
in the universities, in business, and in government which is characteristic 
of the Association. The activities of the chapters are a very vital part of our 
Association, and we acknowledge our indebtedness to the chapter officers 
and district representatives who have been responsible for their success. 

Committees: The Association has a number of administrative committees 
including the Committee on Fellows, the Committee on Nominations, and 
the Committee on Investments. The work of these Committees is of great 
importance and the Association is indebted to the members who have served 
on them. 

The Association also has committees at work in a number of fields of 
statistics. For the most part, their accomplishments consist of providing 
constructive criticism and advice to government agencies engaged in the 
collection and analysis of statistics, stimulating new statistical projects, 
and encouraging the improvement of current statistical work. They provide 
opportunities for consultation and conference to members of the Association 
who are responsible for the development of statistics in their respective 
fields. The effectiveness of the committees depends upon the willingness of 
their members to devote their time and efforts to making necessary prepara- 
tions for committee meetings and to following up recommendations quite as 
much as it does upon their attendance at the meetings. The many members 
who have served on these committees and carried forward their work have 
made very valuable contributions to statistics and to the Association. 

The Committee on Committee Organization and Activities, consisting 
principally of the Committee chairmen, met in March to review the progress 
made by these Committees during the preceding year and formulate recom- 
mendations to the Board of Directors for the year to come. 

The Advisory Committee on the Census held three regular two-day meet- 
ings in Washington during the year to consider problems presented to it by 
the Director of the Census with respect to preparations for the Census of 
1940 and other problems within the scope of its responsibility. A special 
meeting was held in New York in the spring. The first meeting of the year 
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included a joint meeting with the Committee on Labor Statistics to discuss 
common problems relating to employment and occupational statistics. 

The Committee on Census Enumeration Areas had conducted a consider- 
able correspondence with the census tract cities and it has arranged a con- 
ference in connection with this Annual Meeting. 

On the invitation of the Census Bureau, the Association joined with the 
American Marketing Association and the United States Chamber of Com- 
merce in appointing a Committee on Metropolitan Districts. This Com- 
mittee met twice during the year and is conducting extensive correspondence 
with local cities in each metropolitan district. 

The Committee on Statistics of Delinquents and Criminals has arranged a 
conference in connection with this Annual Meeting consisting of a round 
table session on the “Collection and Compilation of State Criminal Statis- 
tics” and a round table on “Standard Classifications Used in Criminal 
Statistics.” A special effort has been made to urge the attendance at these 
sessions of state statisticians responsible for criminal statistics. 

The Joint Committee on Relief Statistics, of which the American Public 
Welfare Association is also a sponsor, met six times during the course of the 
year for consideration of problems and projects in its field and the discussion 
of reports of the subcommittees through which much of its work this year 
has been accomplished. The Committee issued during the year five numbers 
of its informal Bulletin of Information for Relief Statisticians, copies of which 
were distributed to a mailing list of approximately 500 agencies or persons. 
A series of papers on relief statistics was inaugurated at the beginning of the 
year and six brief papers were published in the series. Copies of these papers 
were distributed to members of the Association interested in welfare statis- 
tics. The Committee arranged conferences on relief statistics in connection 
with the meetings of the National Conference of Social Work in Seattle 
in June, and the American Public Welfare Association in Washington early 
in December. The Committee also arranged a session on “Statistical Analy- 
sis of Public Welfare Problems” in connection with this Annual Meeting. At 
the request of the Social Security Board, the Committee has continued to 
act as the official advisory committee of its Division of Public Assistance 
Research. 

The Committee on Statistics of Institutions for Mental and Physical 
Disorders met twice during the year and discussed some of the problems 
connected with the proposed New York State census of patients in state 
mental hospitals. 

The Committee on Labor Statistics met in New York in June for an entire 
day and discussed in detail the problems connected with occupational classi- 
fication for statistical purposes and the relationship of employment and 
payroll statistics to the statistics that are being derived from the unemploy- 
ment compensation systems. It appointed a subcommittee to study the 
former and invited Dr. Ralph G. Hurlin to make a special study of the lat- 
ter. The Central Statistical Board was invited to join in sponsoring the 
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Committee on Occupational Classification and accepted this invitation. The 
Committee on Occupational Classification in turn established a technical 
subcommittee which has met very frequently and has made very substantial 
progress on this very difficult problem. The principal Federal agencies con- 
cerned with occupational statistics are represented on the Committee and 
its technical subcommittee and are cooperating very effectively in conduct- 
ing this work. A more detailed account of the organization of the Committee 
was presented in the December Bulletin. 

The Joint Committee on Income Tax Statistics which the Association 
sponsors with the American Economic Association was enlarged during the 
year to include representatives of the American Institute of Accountants. 
The Committee has considered a number of suggestions for the revision of 
the tabulations in Statistics of Income and through its Chairman it has been 
in close touch with the Treasury Department. 

At the beginning of the year, a Committee on the Use of Statistics in 
Company Management was appointed. The Committee met in February, 
and in May held a small conference meeting with a number of business 
statisticians. 

Through its representatives, the Association participated in the work of 
the Social Science Research Council, the National Bureau of Economic Re- 
search, the American Association for the Advancement of Science, the Busi- 
ness Research Council, the National Conference on the Nomenclature of 
Disease, the Joint Committee for the Development of Statistical Applica- 
tions in Engineering and Manufacturing, the Sectional Committee on 
Standards for Graphic Presentation, the Conference on National Income and 
Wealth, the New York Management Council, and the American Documen- 
tation Institute. Of particular interest to statisticians is the completion of a 
booklet on “Time Series Charts—a Manual of Design and Construction” 
which was approved and published by the American Standards Association 
in November as an “American Standard.” 

Publications: Volume 33 of the JouRNAL OF THE AMERICAN STATISTICAL 
AssocIATION, published during 1938, was similar in size and content to other 
recent volumes. About as many pages were devoted to papers presented at 
the last Annual Meeting as have been devoted to these papers during the 
last ten years. At the last Annual Meeting it was suggested that the Asso- 
ciation call attention to the dangers of misusing statistics. The December 
issue carried as a leading article a discussion of some instances of the misuse 
of statistics, and future issues may present a further discussion of this sub- 
ject. 

Dr. Ralph J. Watkins has submitted his resignation as Review Editor of 
the JourNAL as of the end of this year. During the four and one-half years 
in which he has served as Review Editor, this section of the JourRNAL has 
been especially interesting. The number of pages devoted to reviews has been 
doubled. He has performed well the arduous work of Review Editor and it 
is appropriate that we express our appreciation to him. 
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Three years ago, an informal bulletin was instituted on an experimental 
basis. At the beginning of this year, it was decided to issue the American 
Statistical Association Bulletin regularly in February, May, November, and 
December. An application was filed for mailing it at second-class rates and 
the resulting saving in postage approximately covers the cost of printing one 
issue each year. While we do not have funds with which to publish the 
Bulletin at very frequent intervals, it is becoming more and more valuable 
as a vehicle for announcements, informal reports, and other communica- 
ions. 

Membership: During 1938 the membership of the Association increased 
from 2,044 members to 2,128. The increase in membership was only half 
of that recorded in 1937 and two-thirds of the increase during 1936. This was 
not due to a falling off of applications for membership; the number of ap- 
plications received in 1938 was equal to the average for 1936 and 1937. 
Our growth was smaller this year because we lost more members by death, 
by resignation, and by failure to continue the payment of dues than we did 
in 1936 or 1937. (To a considerable extent, this reflects the unfavorable eco- 
nomic conditions that have prevailed since the middle of 1937. The number 
of subscriptions to the JourNAL showed a similar slackening in its rate of 
increase.) Many members of the Association have nominated candidates for 
election to membership in the Association. We hope that they will continue 
to show this interest in developing the membership of the Association and 
that they will be joined by other members who did not submit nominations 
during 1938. 

Finances: During the year, the Association received $4,500 from The 
Rockefeller Foundation under a special grant which was made in 1935 to 
enable the Association to strengthen its headquarters organization, to main- 
tain contact with government statistics, and to develop its committee work. 
The financial support given to the Association’s activities by this grant has 
been a very substantial factor in the Association’s accomplishments during 
the past year. This grant continues through 1940 in amounts that diminish 
at the rate of $1,500 each year. 

The Association’s income from dues and subscriptions was increased a 
little more than $400 in comparison with last year, but our income from ad- 
vertising, the sale of old numbers of the Journat, and dividends and inter- 
est was reduced by more than $1,100. As a consequence, although our 
expenses were reduced by $1,000, we have a deficit this year of almost $1,200. 
Arrangements have been made to reduce our expenditures for rent next year 
and to effect other economies where that is possible without serious injury 
to the work of the Association, but our principal effort to balance our budget 
in 1939 should be in the direction of increasing our income. If economic con- 
ditions improve, that will help, but an extra effort on the part of many mem- 
bers of the Association is needed. 

As we approach our centenary, it is quite appropriate that we seek to se- 
cure a number of Contributing Members. In 1938 we had but two and in 
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1937 only four. We should have at least twenty members who will assume 
responsibility for more than the regular dues by becoming Contributing 
Members. We should also seek to enlarge our group of Corporate Members, 
of whom there are five. Through our activities in fostering the professional 
development of our members and seeking the improvement of statistical 
data and methods, the work of the Association inures to the benefit of banks, 
insurance companies, manufacturing establishments, business houses and 
other organizations that may well give support to these activities by becom- 
ing Corporate Members. Every Regular Member or Fellow can help in 
securing new members and new subscribers to the JouRNAL. It is hoped that 
in the course of time the Association may receive special gifts for current 
operations or for special projects from members who are in a position to 
make such gifts. 

A Study of Statistics and Statistical Work: As the use of statistics is ex- 
tended and developed, it is natural that increasing emphasis should be given 
to the qualifications of statisticians, the special abilities that enable them 
to perform a unique service as statisticians. Increasing emphasis is placed 
upon training for statistical work and on standards of quality that should 
be met in statistical work. At the last Annual Meeting the question was 
asked, “What is a statistician?” and in the May Bulletin this question was 
presented to members for their comments. From a number of sources, it has 
become evident to the officers of the Association that we should undertake 
to formulate a definite statement of the qualifications of statisticians and the 
functions that they may be expected to perform. The work of the Albany 
Chapter on this problem which was mentioned earlier in this report is a 
very important step in that direction. It may prove to be desirable to con- 
centrate at first on statistical positions in the Federal and state governments. 
Before the work is completed, however, it will be necessary to study statis- 
tical work in private organizations and the training of statisticians. Such‘a 
study cannot be completed in a short time. A committee is being appointed 
to plan this project. The cooperation of members of the Association‘is espe- 
cially desired in bringing to our attention information that will be helpful 
to this committee. 

During the one hundred years that have elapsed since our Association was 
organized, we have grown to become a truly national organization, we have 
established our chapters and committees, and we have played an important 
part in the development of American statistics. Our work is not completed; 
on the contrary, it seems that we have only begun. We will continue to make 
progress next year and in the years to come. 
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Report of the Secretary 


Most of the activities with which the Secretary has been concerned are 
included in the Report of the Board of Directors. It is customary for the 
Secretary to report certain statistics about the membership of the Associa- 
tion. During 1938 the membership roll increased from 2,044 to 2,128, a net 
growth of 84 members. During the year 232 new members were elected, and 
20 former members were reinstated. One hundred and two members were 
removed from the membership roll for failure to pay their dues, 19 of whom 
were reinstated before the end of the year. Seventy-one members were lost 
by resignation and 14 by death. At the end of the year 30 applications for 
membership beginning January 1, 1939, had been received. 


Membership Statement, December 31, 1938 


Honorary members................ 17 
Corporate members............... 5 
ans Bak etalon aae an een 88 
re 2,018 

Total membership............ 2,128 


One Fellow and one Regular Member were Contributing Members during 
1938. Two members became Life Members during the year, bringing the 
total number of Life Members to 36. 

The death of the following members was recorded during the year: P. I. 
Georgievsky and Eugene Wiirzburger, Honorary Members; Kate H. Claghorn, 
Joseph A. Hill, Henry Schultz, and George F. Warren, Fellows; George E. 
Barnett, Edward Berman, John E. Coover, C. Luther Fry, Harry Jerome, 
G. R. Lamson, Cordt Trap, and Edward B. White, Regular Members. 


FREDERICK F.. STEPHAN, Secretary 
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Report of the Treasurer 


While 1938 was a year of progress for our Association in its various ac- 
tivities, it was an unsatisfactory year from the standpoint of finances. The 
membership and subscription lists increased during the year but less rapidly 
than they had in 1937. There was a sharp reduction in receipts from the sale 
of old numbers of the JourNAL and in dividends and interest. All the ordi- 
nary items of income were affected by the unfavorable economic conditions 
that prevailed during most of the year and consequently it was not possible 
to offset by increases in these ordinary items the annual decrease in the 
amount of The Rockefeller Foundation grant. In spite of a substantial re- 
duction in expense, a deficit of approximately $1,250 was incurred. 

During the year there was a substantial increase in the market value of 
the securities held by the Association. On the securities sold during the year 
a loss of $2,612 was realized, more than $2,000 of which was on certain shares 
mentioned in the Treasurer’s Report for 1937 which were acquired in 1892 
and 1893. The proceeds and the cash balance remaining from the sale of 
securities in 1937 were reinvested in accordance with the orders of the 
Committee on Investments, except $2,000 which was deposited in a savings 
account at the direction of the Committee. 

It has been customary to show in the Treasurer’s Report a statement of 
net cash receipts and expenditures. Beginning with the report for 1935, the 
Treasurer has presented a balance sheet on an accrual basis. With this 
report the transition is made from a statement of receipts and expendi- 
tures to a statement of income and expense. The increasing scope and 
complexity in the Association’s activities and the requirements of budget- 
ing have made this change desirable. 

The balance sheet and statement of the income and expense with com- 
parative figures for 1937 are given in the Auditors’ Report. 

FREDERICK F. STEPHAN, Treasurer 
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Report of the Audiling Committee 


The accounts of the American Statistical Association for the fiscal year 
1938 have been audited by Price, Waterhouse & Co. We have read the report 
of the audit and subject to the limitations as set forth therein we concur in 
the report and transmit it herewith. 

Ernest M. FIsHer 
Donatp 8. THOMPSON 


February 25, 1939 
To the Board of Directors of 

American Statistical Association 

We have made an examination of the balance sheet of American Statistical 
Association as at December 31, 1938 and of the related statements of income 
and surplus for the year ending on that date. In connection therewith, we 
examined or tested accounting records of the Association and other support- 
ing evidence and obtained information and explanations from officers and 
employees of the Association. The recorded cash receipts for the year 1938 
were traced to the deposits shown on the bank statements and the amounts 
for dues and subscriptions were tested in total with the membership and sub- 
scription records. The paid checks and relative vouchers were inspected in 
support of the cash disbursements for the year. The cash balances and the 
securities owned at December 31, 1938 were confirmed by inspection or by 
certificates from the depositaries. We also made a general review of the 
accounting methods but we did not attempt to check the mailing lists with 
the membership and subscription records or make any independent verifica- 
tion of the inventory of old journals, the office records of which are based in 
part on data assembled in prior years, no recent physical inventory having 
been taken. 

In our opinion, based upon such examination, the accompanying balance 
sheet and related statements of income and surplus fairly present the posi- 
tion of the Association at December 31, 1938 and the results of its operations 
for the year. 

Price, WATERHOUSE & Co. 
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AMERICAN STATISTICAL ASSOCIATION 


BALANCE SHEETS 


Assets 
Cash in bank and on hand.................. 
Accounts and interest receivable............. 
Investments, at cost (at market quotations 
$5,391.75 and $8,054.01, respectively)....... 
Inventory of old journals, at approximate cost 
applied to saleable quantities.............. 
Furniture and equipment, at cost less deprecia- 


Life membership reserve. ................4-. 
Unearned income: 


Cn cc io cee uN ede weeeersesne 
Surplus, per statement. ...... cc cccccccccece: 














December December 
31, 1937 31, 1938 
$ 4,994.64 $ 2,150.42 
69.25 40.88 
9,709.48 8,861.67 
1,578.28 1,740 .23 
582.16 499 .07 
103.19 

$16,933.81 $13,395.46 
$ 20.16 $ 267.00 
128.44 261 .23 
2,276.10 2,381.69 
1,013.75 862 .00 
1,637 .00 1,633.50 
11,858.36 7,990 .04 
$16 , 933 .81 $13 , 395.46 
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AMERICAN STATISTICAL ASSOCIATION 
IncoME STATEMENTS 
Year ending December 31, 
1937 1938 
INCOME: 
er ..  cuetesendeuwessaees $10,288.75 $10,687.25 
rr en. cacduewseseneneawne 60.50 59 .00 
Life memberships (see note)............... 235.10 185.45 
ek ena amas ba aad'cwae eed 3,414.50 3,498 .00 
iC CtaLt ecaa cd caek cede 389 .20 338 .55 
the ccehwuseaedse da eames eee sees 145.15 311.40 
dae eas mabe kh chee 791.38 269 .83 
ES sv ceveeesecccessaeees 72.47 33 .20 
rr eee 155.31 131.05 
Dividends and interest (after deducting $81.20 
in 1937 and $91.04 in 1938 apportioned to 
life membership reserve)................ 766 .42 196 .27 
$16,318.78 $15,710.00 
The Rockefeller Foundation grant.......... 6 ,000 .00 4,500.00 
$22,318.78 $20,210.00 
EXPENSES: 
JoURNAL—printing, mailing and reprints.... $ 5,183.25 $ 5,014.18 
et ea See aie ee aes ies 561.14 516.30 
NE WI, cnc eccd cere veeccesenes 11,728.30 11,798.64 
Unemployment compensation tax.......... 245 .45 349 .45 
RE ee eer ey pee rare 1,080.00 1,113.00 
Office supplies, printing and mimeographing. 1,014.93 628 .34 
General postage and carriage.............. 569.72 487 .21 
Telephone and telegraph.................. 213.54 225 .47 
Travel expense—officers................... 1,041.95 607 .21 
Travel expense—committees............... 310.70 161.75 
Mimeographing—committees.............. 47.25 46 .87 
Storage of old JoURNALS.................. 82.47 72.00 
Cost of old Journats sold................. 146.86 32.40 
Miscellaneous expense. ................05. 422.65 322.30 
Depreciation of furniture and equipment... . 102.74 88 .07 
$22,750.95 $21,463.19 
Excess of expenses over income........ $ 432.17 $ 1,253.19 
Note: 


In accordance with a resolution of the Board of Directors, March 31, 1936, 
the life membership reserve is computed on the basis of the combined 
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AMERICAN STATISTICAL ASSOCIATION 
Surp.Lus STATEMENT 
Year EnpinG DECEMBER 31, 1938 


Balance previously reported at December 31, 
1937 on the basis of investments at market quo- 








Ne Ee ieee $ 7,597.35 
Add: 
Adjustment to restore investments to cest as at 
er 4,317.73 
$11,915.08 
Deduct: 
Adjustment of estimated assets at December 
31, 1937: 
Inventories as estimated................ $ 1,535.00 
Dues receivable, estimated.............. 100 .00 
$ 1,635.00 
Less—Inventory of old JourNALs at ap- 
proximate cost applied to saleable quanti- 
DUPMisceciusedess wane ae eee eeu bows 1,578.28 56.72 
Adjustment balance December 31, 1937, per bal- 
i a Ni aah he we als $11,858 .36 
Deduct: 
Excess of expenses over income for the year 
ending December 31, 1938, per income 
Ns ie eee ib eo needed seed we $ 1,253.19 
Loss on sale of securities acquired in prior 
years, computed on the basis of cost...... 2,612.00 
Loss on sale of fractional share of stock re- 
ceived as dividend in 1938............... 3.13 3, 868 .32 
NN We I cidicddncveevdccwaesesvaceses $ 7,990.04 








annuity table of mortality with assumed interest at 4% per annum and 
an assumed annuity of $5.00 per life member. The amount treated as 
income in each year represents the excess of the reserve at the beginning 
of the year plus interest for the year and new life membership receipts 
over the required reserve at the end of the year. 








“ 


8 
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Reports of Committees and Representatives: 
Report of the Biometrics Section Committee* 


The active direction of the activities of the Section during 1938 was 
placed in the hands of a committee of three: Professor Lowell J. Reed, The 
Johns Hopkins University, Chairman, Mr. George W. Snedecor, Iowa State 
College, and Dr. Joseph Berkson, Mayo Clinic, Secretary, by a resolution 
adopted by the Committee on Biometrics at the meeting of the Association 
in Atlantic City in December, 1937. 

In accordance with previously declared aims, the activities of the Com- 
mittee were concerned with the preparation of a program of biometric in- 
terest to be conducted under the auspices of the Biometrics Section at the 
Association meeting of December, 1938. The program was arranged on the 
dual plan of (1) having individuals responsible for the suggestion and execu- 
tion of a session on some particular subject and (2) having some sessions con- 
sisting of papers voluntarily contributed. 

Dr. Wilks suggested and organized a session, under the joint auspices of 
the Institute of Mathematical Statistics and the Biometrics Section, de- 
voted to statistical aspects of investigations in genetics. Mr. Snedecor sug- 
gested and organized a session devoted to a description of the statistical as- 
pects of experiments in the evaluation of an insecticide. The Secretary of 
the Committee wrote to a group of individuals asking for voluntary papers. 
The response was gratifyingly good, and from the offered papers enough were 
selected to provide for two sessions. 

The plan of operation for the preparation of a program followed in 1938 
seems to be satisfactory, and it is recommended that it be continued for the 
next year. A suggestion has already been made by Professor Reed that a ses- 
sion at the 1939 meeting be devoted to statistical methods associated with 
population problems, under joint auspices with the Population Association 
of America. The Secretary has kept a mailing list of individuals belonging 
to the American Statistical Association and others who are interested in 
biometrics work, and it is suggested that this list be used in canvassing for 
contributed papers for the 1939 meeting. 

It is also suggested that this list might perhaps be used for some publicity 
announcement during the course of the year to advance an interest in the 
activities of the Biometrics Section. 

JosePpH Berkson, M.D., Secretary 


* The Committee on Biometrics which was appointed in the fall of 1935 was continued as the 
Biometrics Section Committee when on April 14, 1938, the Board of Directors took action to establish 
a Biometrics Section. This was the first section to be created under the amendment to the Constitution, 
authorizing the establishment of sections which was adopted at the Ninety-ninth Annual Meeting. 
(See the announcement in the May 1938 Bulletin.) 
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Report of the Advisory Committee on the Census 


The Census Advisory Committee has completed its second year since 
reorganization as a Committee of the American Statistical Association ex- 
clusively instead of being, as formerly, a joint committee of that Association 
and the American Economic Association. As defined by the Board of Direc- 
tors, its primary function “is to advise with the Director of the Census either 
on his own initiative or that of members of the committee with a view to 
promoting improvements in census procedures and data. It is authorized to 
consider means of improving conditions bearing upon the effectiveness of 
census procedures which may be beyond the power of the Director to alter, 
to make relevant recommendations, and to transmit these to the Director 
of the Census, the Board of Directors of the Association, or both. It is in- 
vited to bring to the attention of the Board, with its recommendations, any 
matters on which it believes that the American Statistical Association 
should take an official position. Except on instructions by the Association 
or its Board of Directors, the Committee is not authorized to speak for the 
Association as such.” 

Three meetings of the Committee have been held during the past year— 
the first on January 7, the second on June 17 and 18, and the third on Sep- 
tember 30 and October 1. Only one absence at these meetings was recorded 
and that for an unavoidable reason. Dr. Willard L. Thorp was the new 
member of the Committee. On January 8, following the first meeting of the 
Committee in Washington, a joint session with the Association’s Committee 
on Labor Statistics was held, for the purpose of discussing some problems 
common to the work of both committees, especially concerning the collec- 
tion and handling of the occupational statistics of the 1940 Census. 

The most important work of the Committee during the year concerned the 
preparations for the Sixteenth Census in 1940. At the January meeting it 
was reported that legislation drafted by the Bureau and previously consid- 
ered in detail by the Committee, providing for the 1940 and other censuses, 
still awaited approval by the Budget Bureau before the bill could be sub- 
mitted to Congress. 

The exact form of questions on the 1940 schedules was left for later dis- 
cussion but the general scope and content of the Census was considered. As 
a result of social changes, economic status inquiries become increasingly im- 
portant as contrasted with the declining significance of questions such as 
country of birth of the parents. The importance of detailed information on 
housing, in addition to value and rental of homes now included on the popu- 
lation schedule, raises the issue as to the need for a housing census taken 
separately from population. Employment status will be a matter of major 
interest. 

The Bureau, in preparation for the agricultural census of 1940, is using a 
trial schedule in the field, handled by the staff of the Department of Agri- 
culture. The completed schedules are being returned to the Bureau and are 
treated in the same manner as at the time of the regular census. This experi- 
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ment will show how the questions and instructions work in the field. The 
final schedules will be revised in the light of this information. It is planned 
to try out the population schedule in a similar manner, especially testing 
certain new inquiries proposed for the 1940 schedule, such as mobility, work 
place, income, employment status, etc. 

At the June meeting of the Committee the questions proposed for the 
population schedule of the 1940 Census were considered in detail. The Bu- 
reau took the position that the 1930 schedule was as detailed as could be 
handled with the expected appropriation. Therefore, it would be necessary 
to displace old inquiries, if new questions are to be included on the 1940 
schedule. Various new proposals, or old questions in modified form, were 
considered—work place, mobility (question as to place of residence at a 
preceding date to indicate migration), rooms per family and other housing 
questions, income of families or individuals (perhaps in lieu of value and 
rental of homes), religious affiliation, last grade of school completed (as a 
substitute for present questions on illiteracy), number of children ever born 
(for studies of relative fertility—possibly on a sampling basis), class of 
worker, employment status, and occupation and industry classifications. 

In connection with this discussion of new proposals the various possible 
or desirable omissions of old inquiries were considered. It was emphasized 
again that sampling methods used in certain types of inquiries would lighten 
the pressure on the general population schedule, and that a quinquennial 
enumeration of population would enable the Bureau to alternate certain 
inquiries which need not be repeated at every census. 

At the September meeting the Director requested advice on his proposal 
for special advisory committees on Population, Agriculture, Distribution, 
and Manufactures, to be appointed by the Secretary of Commerce, including 
representatives of Federal agencies and qualified persons outside the govern- 
ment service. The plan is to have each committee consider all suggestions 
and recommendations submitted either by government agencies or by out- 
side organizations and individuals; and to request each committee to recom- 
mend the subject matter and tentative questions for the schedules. These 
recommendations will serve as a basis for drafting the schedules and in- 
structions by the technical staff of the Bureau, which will be submitted at 
the proper time to the Central Statistical Board. Finally, all recommenda- 
tions regarding schedules or other matters will be passed upon by the Census 
Advisory Committee at the request of the Director. The special committees 
will be asked to accompany their recommendations with arguments for or 
against the inclusion or exclusion of specific inquiries. 

After discussion the Committee unanimously approved the proposal as 
outlined above and recommended that each special committee, except that 
for Agriculture, should consist of five members, one of whom should be a 
representative of the Central Statistical Board; that the other members 
should be persons outside the government service; that the chairman of 
each should be one of the outside members; and that the Bureau should pro- 
vide a staff adviser to each committee who shall act as its secretary. 
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The Committee, at the request of the Director, before the end of October, 
submitted a carefully considered list of qualified persons in the fields of 
Population, Distribution, and Manufacture (membership of Agriculture’s 
committee already agreed upon), from which appointments might be made. 
The Committee also offered to the Director a tentative general statement 
as to the scope within which the special committees might be expected to 
carry on their work, emphasizing certain principles and limitations which 
should be considered in arriving at their decisions—this statement in some 
form designed to accompany the invitation to serve on the special com- 
mittees. 

Better utilization of the census data collected was considered by the 
Committee at two of its meetings. To accomplish this involves careful 
planning of cross-classifications and tabulations useful for research purposes; 
it requires allocating a definite proportion of the census funds for analytical 
work; and it will need some highly qualified and experienced personnel in 
the Bureau for the additional work required, at the earliest possible time. 
At the June meeting the Committee urged these objectives upon the im- 
mediate attention of the Bureau and stressed the point that this sort of 
planning is important now, because it really affects the schedule of inquiries 
finally adopted. If funds are limited it might be better to curtail the schedule 
in order to set aside more adequate funds than has been the custom for 
analytical work. Especially every new item included in the schedule should 
be considered from the viewpoint of utilization of the data—even table forms 
and related classifications might well be drawn up before the schedule is 
finally adopted. Dr. Ogburn, because of his special interest in the subject, 
was requested to serve as a sub-committee to consider these problems, with 
the object of continuing the discussion at the next meeting of the Committee. 
The cooperation of the staff of the Bureau was enlisted in furnishing the 
materials needed. 

At the September meeting the Committee sought an answer to the ques- 
tion as to what proportion of the census funds should be earmarked for an- 
alytical purposes. A functional analysis of the amounts spent at previous 
censuses, 1920 and 1930, would be required in order to make any intelligent 
recommendation on this point. The request for this information was em- 
bodied in the following resolutions unanimously adopted: 


Resolved, That the Census Advisory Committee recommend to the Director 
that a more refined and extensive analysis of the materials of the 1940 Census 
be made, in addition to the customary tabulations, and that plans be under- 
taken now to that end. 

Resolved, That the Director be requested to discuss with the Committee the 
allocation of an adequate sum for analysis of the 1940 data, and that for this 
purpose he present to the Committee a functional analysis of the costs of 
the 1920 and 1930 censuses, in addition to the subject analysis already pre- 
sented. 


The Statistical Abstract will be issued in the future under the supervision 
of the Census Bureau. At the June meeting the Committee was requested to 
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consider an elaborate memorandum suggesting extensive changes in the 
forthcoming 1938 edition. After discussion the Committee unanimously 
recommended that this first issue by the Bureau be published substantially 
in the old form, with a minimum of changes. 

The Committee further recommended to the Director the development of 
a suitable type of advisory arrangement to consider the changes and addi- 
tions which should be made in later issues of the Statistical Abstract. 

At the September meeting this advisory arrangement was considered again 
with the object of arriving at a more definite plan. The desirability of con- 
tacting the statistical producing agencies of the Federal government was 
emphasized, for the purpose of determining what materials should be in- 
cluded and the form of publication. A canvass of some of the chief users of 
the Abstract was suggested, to determine what sections of the matcrial are 
most in demand. Suggestions for improving the index to the volume were 
made. References in footnotes to the more complete sources of the data 
included were recommended, even noting some of the chief breakdowns to 
be found in these sources. 

Finally, a resolution was adopted recommending the appointment of a 
committee to cooperate with the Bureau in the development of the Statistical 
Abstract. 

At the June meeting certain resolutions and recommendations of Special 
Advisory Committees, that on Financial Statistics of States and Cities and 
that for the Division of Vital Statistics, were considered and, with only 
minor modifications, were approved. 


Rosert E. Cuappock, Chairman J. Freper1c DEwHURST 
Murray R. BENEDICT Wiiuram F. OcBuRN 
Pau. T. CHERINGTON WILLARD L. THORP 


Report of the Committee on Census Enumeration Areas 


The Committee on Census Enumeration Areas has been able to interest 
people in 62 cities to the extent of preparing the necessary census tract maps 
and getting the approval of the Bureau of the Census. 

Representatives of many of these census tract cities met in the Book- 
Cadillac Hotel in Detroit on December 29 for a consideration of the form of 
the tabulations for the 1940 Census which would be most valuable. The 
formation of definite recommendations was delayed until the meeting in 
December, 1939. 

Since the Committee is not a census tract committee but rather a com- 
mittee on census enumeration areas, consideration was given to the use of 
data by blocks as well as by census tracts. The cost of obtaining block tabu- 
lations, even though very simple and basic, and the cost of utilizing such 
detailed data was discussed at some length. 

A recommendation was made relative to including block tables in the 
1940 Census, and a great deal of interest was expressed in obtaining simple 
tabulations by blocks. 
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The Committee is faced with the problem during the next year and a 
half of creating suitable tabulation forms by census tracts to be used in the 
1940 Census. The Committee will later be concerned primarily with the 
problem of getting the 1940 data by census tracts used extensively in all of 
the 62 communities to which it will be made available. 


Howarp WHIPPLE GREEN, Chairman Ernest M. FISHER 


C. E. BATSCHELET CHARLES 8S. NEwcomsB 
Rosert E. CHappock Vercit D. REED 
Neva R. DEARDORFF Leon E. TRUESDELL 


Report of the Committee on Statistics of Delinquents and Criminals 


The Committee on Statistics of Delinquents and Criminals has kept in 
constant touch with the work in criminal statistics done by the Bureau of 
the Census, and, in arranging for a conference (in connection with the 
annual meeting of the American Statistical Association) between state 
criminal statisticians and the users of criminal statistics, the Committee has 
attempted to promote a better understanding of the problems involved 
with the hope that such understanding may lead to the development of 
more systematic collection of criminal statistics as well as to their more 
intelligent utilization. 

THORSTEN SELLIN, Chairman 
Ronap H. Beatriz, Secretary 
C. E. GEHLKE 

Routr T. Harso 

GerorGE B. VoLp 


Report of the Committee on Statistics of Institutions 
for Mental and Physical Diserders 


Slated meetings of the Committee were held in May and November of 
1938. Both of these meetings were devoted chiefly to the consideration of 
measures for the improvement of general hospital statistics. 

The Committee has long felt that in the interest of national and state 
administration and planning for health, more complete and comparable 
statistics of hospitals throughout the country were vitally necessary. At 
present annual statistical summaries of hospital facilities and services are 
prepared by the American Medical Association, and, with a somewhat more 
limited view, by the American College of Surgeons and the American Hos- 
pital Association. Each of these national agencies naturally adapts its sta- 
tistical procedures to its own special objectives. To date official annual com- 
pilations of hospital statistics have not been made for the country as a whole. 
Recently the United States Public Health Service, under the direction of ts 
Surgeon General, Dr. Thomas Parran, has undertaken to compile and analyze 
available hospital statistics, however gathered, for the entire country, having 
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in mind the need of such data for public information and in anticipation of 
possible extensions of Federal support for hospitals in areas now suffering 
a lack of adequate hospital facilities. To these ends the Committee offered 
its cooperation to the Surgeon General in defining the problems of hospital 
reporting and in preparing the necessary schedules of statistical information. 
To facilitate such cooperative effort, the Surgeon General assigned Mr. 
Elliott H. Pennell of his statistical staff to meet with the Committee as 
necessary. This relationship has proved of great value to the Committee. 
It is expected that in the coming year a plan and procedure of hospital re- 
porting will be prepared by the Committee and placed before the appropriate 
Federal agency for its advice and action. 

Mr. Frederick W. Brown, a member of the Committee, has continued to 
maintain, in the Committee’s behalf, cordial and constructive cooperative 
relations with the United States Bureau of the Census. All matters in the 
field of institutional] statistics which affect the Census Bureau’s practice and 
procedure in compiling statistics of institutions are brought promptly to the 
Committee’s attention. 

In this connection, the Committee wishes to report again its endorsement 
of the proposal of the Committee on Statistics of Delinquents and Criminals 
that a detailed census of institutions which would ordinarily be taken in 
1943 be taken in 1940 at the time of the general census of population. The 
advantages of having data on institutions available earlier than 1943 and 
related to the population census of 1940 are so obvious in the Committee’s 
view that it has undertaken to secure endorsements of this proposal by other 
national agencies concerned. The Board of Trustees of the American Hos- 
pital Association, on the suggestion of the Committee, has already taken 
formal action of endorsement of the proposal. 

A conference called by the Association’s Committee on Committee Organ- 
ization and Activities early in 1938 evidenced that there is still apparently 
some misunderstanding among the committees respecting the precise nature 
and scope of their responsibilities. This is particularly evidenced among 
those committees working in the field of social statistics and varying views 
have been expressed respecting committee responsibilities, concerning par- 
ticularly the interests of this Committee in general hospital statistics. 

Regardless of the concern of other committees in social statistics generally, 
the Committee on Statistics of Institutions for Mental and Physical Dis- 
orders has interpreted its responsibilities exactly as these are indicated by 
its title. If, however, such interpretation and consequent work program 
conflicts with the views of other committees dealing with interrelated sta- 
tistics, the Committee urges that further conferences of the general com- 
mittee and standing committees concerned be held through the coming year 
to clarify the issues. 

In the recent death of Kate H. Claghorn, one of its most respected and 
useful members, the Committee has suffered serious loss. As a former execu- 
tive of the New York School of Social Work, Miss Claghorn brought to the 
Committee a wealth of experience and maturity of judgment in social sta- 
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tistics and their value which the Committee found invaluable. The Com- 
mittee feels, therefore, that appropriate recognition should be given by the 
Association to Miss Claghorn’s long and devoted service in its behalf. 

The Committee wishes to express its appreciation of the assistance given 
it during the year by Dr. Robert Axel of the New York State Department 
of Social Welfare. 


Horatio M. Poitiock, Chairman Emit FRANKEL 


Cart E. McComss, Secretary Ev.iotr H. PENNELL 
FREDERICK W. Brown Davip M. ScHNEIDER 
Mary AvuGusta CLARK JOSEPH ZUBIN 


Report of the Joint Committee on Relief Statistics 


This Committee, representing both the American Statistical Association 
and the American Public Welfare Association, has continued this year its 
efforts to promote the improvement of relief statistics. Six meetings were 
held in the course of this year for committee consideration of problems and 
projects relating to its field and for hearing reports of sub-committees, 
through which much of its work this year has been accomplished. Five 
numbers of the Committee’s informal Bulletin of Information for Relief 
Statisticians have been prepared and distributed during the year to a mailing 
list comprising about 500 agencies or persons. A series of Papers on Relief 
Statistics was inaugurated at the beginning of this year and the following 
six brief papers have so far been published: 


Use by a State Agency of Social Data about Recipients of Public Assistance, 
by John M. McCaslin 

Preparation of Valid Statistics of the Cost of Relief Administration, by Anne 
E. Geddes 

Problems in the Compilation of Data on Total Relief and Work Program Ex- 
penditures, by Dorothy Fahs Beck 

Households and Persons Receiving Relief or Assistance, by T. J. Woofter, 
Jr., and T. E. Whiting 

Statistics in the Administration of a Public Welfare Program, by Ralph G. 
Hurlin 

Studying the Effect of Unemployment Compensation on Relief, by Arthur 
Jacobs 


Conference sessions for discussion of problems relating to relief statistics 
have been arranged for three occasions. In connection with the National 
Conference of Social Work at Seattle, June 26 to July 2, two such meetings 
were held under the auspices of the Committee. At the annual conference of 
the American Public Welfare Association for public welfare officials in 
Washington, D. C., December 9 to 11, a largely attended luncheon con- 
ference on relief statistics was held. On the program of the present annual 
meeting of this Association, the Committee is responsible for a session on 
the subject “Statistical Analysis of Public Welfare Problems.” 
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At the request of the Social Security Board, the Committee has continued 
to act as the official advisory committee of its Division of Public Assistance 
Research. The Committee believes that substantial further improvement in 
national relief statistics has been made during this year, which is due chiefly 
to the progressive development of effective statistical organizations in the 
Federal and in many of the state agencies concerned with relief adminis- 
tration. 

Current interests of the Committee may be indicated by the topics with 
which sub-committees are now actively concerned. They are: Conference 
programs; Standards for statistical positions in relief administration; Meth- 
ods of relief case censuses; Collection of social data concerning relief re- 
cipients; Consolidated statistics for all relief programs; Statistics of cost of 
relief administration; Exchange of operating statistics of large city relief 
administrations; and Rural relief statistics. 


Raupx G. Huruin, Chairman Howarp B. Myers 


Pau, WeBBINK, Secretary ALLEN R. PoTTER 
Neva R. DEARDORFF Emerson Ross 

EmIL FRANKEL Saya 8. ScHwarTz 
ANNE E. GEeppESs HerMAN M. Somers 
HELEN R. JETER FREDERICK F. STEPHAN 


Joun M. McCas.in 


Report of the Committee on Labor Statistics 


The Committee on Labor Statistics and the Advisory Committee on the 
Census held a joint meeting on January 8, 1938, in Washington, to discuss 
together some of the problems of labor statistics that are closely related to 
the population census. The discussion was concerned with the serious dif- 
ficulties arising from conditions of widespread and prolonged unemployment 
in securing satisfactory statistics for the gainfully employed population. The 
greatly increased needs of government agencies for labor statistics were 
found to call for difficult classifications that previously were not very im- 
portant. Considerable attention was given to the possibilities of relating 
statistics secured in the census of population to statistics resulting from the 
operations of the United States Employment Service and the Social Security 
program. 

Carrying forward the recommendations of the occupational conference 
held by this Committee in 1937, the Committee continued to investigate, 
with the aid of the Secretary of the Association, the possibilities of increasing 
the degree of comparability between important occupational classifications 
now in use. 

The Committee met in New York on June 25, 1938, for a full day session. 
The uses and problems of occupational statistics were considered at great 
length. It was decided to establish a sub-committee on occupational classifi- 
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cation to carry forward the work that the Committee had started in this 
field and to invite the cooperation of the Central Statistical Board in this 
program. 

The current situation of employment, pay-roll and unemployment com- 
pensation contribution statistics was examined and a number of difficult 
problems were discussed. The Committee did not see its way clear to take 
definite action with respect to any of them at that time. 

The relationships between employment office statistics and unemploy- 
ment compensation benefit statistics were discussed. It was found that the 
situation was far from satisfactory and, although a number of organizations 
were giving some attention to the possibility of improving it, the Committee 
could perform valuable service in this field. 

Following this meeting a Committee on Occupational Classification was 
established and the Central Statistical Board appointed a committee with 
identical membership. The members of this joint committee and the agencies 
that they represent are as follows: Howard B. Myers, Works Progress Ad- 
ministration, Chairman; P. K. Whelpton, Central Statistical Board; Leon 
E. Truesdell, Bureau of the Census; Aryness Joy, Bureau of Labor Statistics; 
Merrill G. Murray, Bureau of Old-Age Insurance, Social Security Board; 
W. H. Stead, U. S. Employment Service; Meredith B. Givens, New York 
State Division of Unemployment Insurance; and Gladys L. Palmer, Ameri- 
can Statistical Association. This Committee met on July 18 and again on 
October 27. It established a technical sub-committee which has met very 
frequently and has had a staff at work conducting a number of research 
projects essential to the development of its work. The appointment of the 
Committee on Occupational Classification was reported to the members of 
the Association in the December Bulletin. 

The Committee on Labor Statistics also requested Dr. Ralph G. Hurlin 
to make a study of employment and pay-roll statistics in relation to unem- 
ployment compensation contribution statistics. A preliminary report of his 
findings was submitted to the Central Statistical Board. 

The Committee established a liaison with the Committee on Research 
and Statistics of the Inter-State Conference on Unemployment Compensa- 
tion Administrators. 

J. Freperic Dewnurst, Chairman 


Report of the Joint Committee on Income Taz Statistics 


At the annual meeting in December, 1937, the American Economic Asso- 
ciation and the American Statistical Association continued the existing 
Joint Committee with the same membership as in 1937. The Presidents of 
these two Associations suggested that the American Institute of Accountants 
be invited to participate and Mr. Clem W. Collins, President of the Insti- 
tute, appointed Mr. Henry B. Fernald, Mr. Norman L. McLaren, and 
Mr. Robert H. Montgomery as their representatives. It has been the intent 
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of the Chairman that the entire committee with its new members be brought 
together during the present calendar year with a view to its reorganization 
but no suitable opportunity for such a meeting has appeared and it is now 
intended that a general reorganization shall take place early in 1939. 

Early in 1938 the United States Treasury asked the Chairman of the 
Joint Committee to serve as Chairman of an internal committee of the 
Treasury commissioned to go over at length certain proposed changes in 
the tabulations for Statistics of Income. As work upon this Treasury survey 
progressed the Chairman submitted to the members of the Joint Committee 
by mail certain suggestions which had been raised, asked for criticism of 
these suggestions and for other suggestions. The time schedule under which 
the Treasury survey was carried out rendered difficult arrangement for a 
general meeting of the Joint Committee to go over at a single session the 
long list of particular suggestions. The Chairman of the Joint Committee, 
therefore, sought to arrange for his own participation and the participation 
by correspondence of the other members of the Joint Committee in such a 
manner as to render the Joint Committee most effective as an aid. It is now 
anticipated that early in 1939 the Joint Committee can have a meeting at 
which a considerable list of suggested changes in tabulations, some of which 
have been proposed by the newly appointed members from the Institute, 
will be considered. 

It is recommended that the two Associations and the Institute continue 
the Joint Committee during 1939. 

W. L. Crum, Chairman 


Report on the Social Science Research Council, 1937-38 


Of all the 7 learned societies which principally constitute, through their 
21 representatives, the directorate of the Social Science Research Council, 
probably the American Statistical Association has as pervasive an interest 
as any, in the Council’s activities as a whole. 

During the year under review, the Council continued two broad lines of 
activity. One is distinguished by emphasis upon improvement of the social 
sciences as instrumentalities for attainment and diffusion of knowledge; the 
other by emphasis upon utilization of the instrumentalities for attack on 
current and continuing questions of public importance. 

Improvement of the social sciences as instrumentalities involves attention 
to personnel and to methods and ways of working. Jn relation to the develop- 
ment of research personnel, the Council 


Maintained seven pre-doctoral fellows in the first year of graduate study 

Maintained seven pre-doctoral fellows in the second year of graduate 
study, all of whom had held Council fellowships during their first 
graduate year; made six appointments for 1938-39 of holders of first- 
year fellowships in 1937-38 
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Maintained nineteen fellows for pre-doctoral field training; made sixteen 
appointments for 1938-39; and secured provisions for awards in 
1939-40 

Maintained thirteen post-doctoral fellows; made four appointments for 
1938-39; and secured provision for awards in 1939-40 

Undertook compilation and issuance of a record of all holders of the 
various fellowships administered by the Council 

Began an examination of the training of graduate students; and as a first 
step gathered from a number of institutions information as to require- 
ments and procedures. 

In relation to the improvement of methods and ways of working, the Council 

Pursued its experiments in making knowledge more coherent by a process 
of analyzing some cluster of studies, assaying the knowledge already 
attained, and planning studies to fill in its gaps, to extend its bounds 
and further to test scientific generalizations. An undertaking of this 
type on Culture Conflict and Crime was published as a Council bulletin 

Prepared a number of analyses of outstanding scientific works published 
in recent years in America with a view to determining current criteria 
of good workmanship 

Initiated a series of conferences designed to permit examination of con- 
ference as a procedure in research 

Began preparation of a memorandum on research in local history. 

Studies of current and continuing questions of public importance were 
planned and in part conducted under Council auspices, principally in eco- 
nomic stability, in the social insurances, and in public administration. 

Under a general plan of work in the field of economic stability involving 
studies of the extent and channels of investment, the réle of credit, and the 
control of the operation, there were published by the National Bureau of 
Economic Research the first of two volumes on capital formation in the 
United States since 1921, and a pamphlet preliminary to further publications 
on real estate financing as one of the channels of investment. 

Studies of the social insurances and relief were continued on an extensive 
scale. Work planned was in large part directly executed under the Council. 
A study of relief policies in a selected state and an analysis of labor statistics 
in terms of the social security laws have been published. Studies of European 
experience with old-age pensions and insurance, of British and German ex- 
perience in coordinating the insurances and relief, on interrelations of un- 
employment insurance and unemployment relief were completed and are 
being prepared for publication. Various studies have been turned over to 
the Social Security Board and issued by it. Studies of federal relief policies, 
and of the collection of contributions and payment of benefits under the 
security laws were actively prosecuted. 

Of the studies described in the two previous paragraphs, those which were 
published in 1938 and are predominantly statistical in character were chiefly 
Simon Kuznets’ “Commodity Flow and Capital Formation” and W. S. 
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Woytinsky’s “Labor in the United States: Basic Statistics for Social Se- 
curity.” 

In public administration, studies were conducted on the administrative 
development of the Social Security Board, on the administration of the 
relief program of 1935, on the administration of the Tennessee Valley 
Authority, on the administration of British governmental grants-in-aid to 
localities, on the manager form of municipal government, on bureaus of 
governmental research, and on training for the public service. A two-year 
study was initiated of the administration of the Department of Agriculture 
which has developed interesting state and local relations. A large number of 
collaborative studies were made by individuals throughout the country in 
connection with the studies conducted directly under the Council on the 
manager form of government. Plans for studies on administrative problems 
of public tort liability were prepared and issued. Studies were published on 
administration of federal grants to the states, on administration of Canadian 
conditional grants, on Works Progress Administration in New York City, 
on administration of the N.R.A. Code in the men’s clothing industry, and 
on the administration of unemployment compensation benefits in Wis- 
consin. Other studies have been issued by the Social Security Board. Studies 
were completed on public employment service and on administration of old- 
age assistance and prepared for publication. 

Reports on research planning based on appraisals of the present state of 
knowledge were issued as Council bulletins on population re-distribution 
and migration differentials. There were issued also the last of twenty-one 
bulletins presenting plans for research in agricultural economics and rural 
sociology. A series of studies was completed on freedom of inquiry, speech, 
and publication. 

WiuiaM A. BERRIDGE 
Sruart A. Rice 
Epwin B. WILson 


Report of the Representative on the Board of Directors 
of the National Bureau of Economic Research 


During 1938 findings of the research staff of the National Bureau of Eco- 
nomic Research were made available in the following publications: Some 
Theoretical Problems Suggested by the Movements of Interest Rates, Bond 
Yields and Stock Prices in the United States since 1856, by Frederick R. 
Macaulay; Commodity Flow and Capital Formation, Vol. I, by Simon 
Kuznets; Capital Consumption and Adjustment, by Solomon Fabricant; 
Bulletin 69, Statistical Indicators of Cyclical Revivals, by W. C. Mitchell and 
A. F. Burns; Bulletin 70, Employment Opportunities in Manufacturing In- 
dustries of the United States, by F. C. Mills; and Bulletin 71, Hours of Work 
in American Industry, by Leo Wolman. 
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In addition, the Report of the Committee on Prices in the Bituminous Coal 
Industry, the first of the industry committee reports under the auspices of 
the Conference on Price Research, was issued. Volume II of Studies in Income 
and Wealth, prepared under the auspices of the Conference on Research in 
National Income and Wealth, went to press in December. 

A study of changes in production and productivity was begun early in 
the year by Solomon Fabricant under the supervision of a committee com- 
posed of F. C. Mills, Chairman; A. F. Burns, N. I. Stone, and Leo Wolman. 
Publication is expected in 1939. 

The program of research in finance, plans for which were announced in 
last year’s report, was finally started in 1938. This program was inaugurated 
in response to recommendations of the Exploratory Committee on Research 
in Finance. The first project to be undertaken under this program is a study 
of consumer financing. 

Upon recommendation of the Universities-National Bureau Committee, 
the Board of Directors at its annual meeting February 7, 1938, expanded 
the university representation in the membership of the National Bureau to 
two new institutions. On October 20 the Executive Committee elected Dr. 
Guy Stanton Ford, President of the University of Minnesota, and Dr. Frank 
P. Graham, President of the University of North Carolina, to serve as 
Directors by University Appointment. 

On October 20, 1938, the Executive Committee of the National Bureau 
of Economic Research also elected the following members and alternates of 
the Committee on Cooperative Research: California, R. D. Calkins (alter- 
nate, Murray R. Benedict); Chicago, Jacob Viner (alternate, 8. E. Leland); 
Columbia, J. C. Bonbright (alternate, Carter Goodrich); Harvard, John D. 
Black (alternate, Alvin H. Hansen); Michigan, I. L. Sharfman (alternate, 
W. A. Paton); Minnesota, R. A. Stevenson (alternate, Roy G. Blakey); 
North Carolina, Erich W. Zimmerman (alternate, Clarence Heer); Penn- 
sylvania, Anne Bezanson (alternate, William J. Carson); Stanford, Joseph 
S. Davis (alternate, N. J. Silberling); Wisconsin, M. G. Glaeser (alternate, 
Harold M. Groves); and National Bureau of Economic Research, W. C. 
Mitchell (alternate, Simon Kuznets). 

This Committee was organized upon recommendation of the Universities- 
National Bureau Committee, the members and alternates being nominated 
by their respective universities. The functions of this Committee are to 
supervise the cooperative research program of the universities and the 
National Bureau. At its first meeting, held at Hillside, November 26, 1938, 
the Committee reviewed the work undertaken thus far and considered de- 
velopments for the future. 

The National Bureau’s annual report will be published following the 
annual meeting of the Board of Directors, February 13, 1939. 


WINFIELD W. RIEFLER 
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Report of the Representatives on the Joint Committee for the 
Development of Statistical Applications in 
Engineering and Manufacturing 


During the year the Joint Committee for the Development of Statistical 
Applications in Engineering and Manufacturing has continued to act as a 
clearing house for information for those interested both here and abroad 
in the applications of statistics to manufacturing problems. It has, as in 
previous years, helped to organize programs on industrial statistics and at 
least five of the nine members have during the year taken an active part 
in such programs. In addition to this work, the Committee has undertaken 
to define somewhat more carefully than has been done before the réle of 
statistics in the production of goods to satisfy human wants. It has also 
started to compile an up-to-date list of the industrial firms where applica- 
tions of statistics are being made. 

Water A. SHEWHART 
CHURCHILL EISENHART 


Report of the Representative on the Sectional Committee 
on Standards for Graphic Presentation 


The Sectional Committee on Standards for Graphic Presentation, Willard 
T. Chevalier, Chairman, which is sponsored by The American Society of 
Mechanical Engineers, has limited its activities during the past year to 
projects carried on by two of the subcommittees. 

The Subcommittee on Engineering and Scientific Graphs has centered its 
efforts on the preparation of a manual on “Engineering and Scientific 
Graphs for Publication.” Dr. Walter A. Shewhart is chairman of this sub- 
committee and has suggested four new projects, as follows: 

1. Representation of functional and statistical relationships between more 

than two variables. 

2. Construction of Nomograms and computation charts. 

3. Graphical methods for effective communication of knowledge. 

4, Graphical methods of indicating the limits of chance variation. 

The Subcommittee on Preferred Practice in Graphic Presentation, A. H. 
Richardson, Chairman, completed during the year a 64-page booklet en- 
titled “Time-Series Charts—A Manual of Design and Construction.” This 
was approved and published by the American Standards Association in 
November, 1938, as an “American Standard.” The manual represents a 
rather complete revision of the “Code of Preferred Practice—Time-Series 
Charts,” published in 1936. Copies of the new manual may be obtained 
from The American Society of Mechanical Engineers, 29 West 39th St., 
New York, N. Y., at $1.25 a copy. By noting American Statistical Associa- 
tion affiliation and requesting a discount, members may secure copies at 


10 per cent less than the list price. 
A. H. RicHarpson 
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Full Recovery or Stagnation? by Alvin H. Hansen. New York: W. W. Norton 
& Company, Inc. 1938. 350 pp. $3.50. 


How close is the connection between abstract theorizing and policy deter- 
mination in matters of the business cycle? How close is the coherence be- 
tween successive stages of an economist’s work done over a period of some 
five or six years? Both can be very close indeed, as is evidenced by Professor 
Hansen’s new book. It consists, in the main, of 16 different articles and 
essays, which range “from theoretical analysis to a discussion of practical 
policy,” published between 1933 and 1938 in various journals and reports; 
reviews of other theorists’ works; discussions of current affairs; contributions 
to collective volumes; and papers read before learned societies. Yet, this 
book has not the appearance of a collection of articles. The whole work is 
perhaps as well-knit as any treatise on the problems of industrial fluctuations 
could be. 

Part I, entitled “Investment, Saving and Monetary Control” contains 
Hansen’s J.P.E. article on Keynes, his Q.J.E#. article on Harrod, and the 
part of his Econometrica article relating to Hayek (with the part on Keynes’ 
Treatise relegated to the appendix). These three articles are famous pieces 
in modern cycle literature, and every teacher of business cycle courses will 
welcome their collection in one volume. No substantial changes can be 
found in these chapters as compared with the original articles. The suppres- 
sion of some “cracks” on Keynes which were contained in the earlier publi- 
cations suggests that Hansen’s position toward Keynes has become less 
critical. Indeed, the omission of a passage on “terminological difficulties” 
(especially in connection with the concept of the “propensity to consume”), 
together with some theses in later chapters, seems to indicate that Hansen 
has become a bit “Keynesianized.” His failure to revise his Hayek critique 
may be interpreted in two ways: either he was not convinced by any of the 
points which Hayek offered in reply (Econometrica, 1934) or he did not have 
time for revisions. 

A less-known pamphlet on Major Douglas and a 1936 article on “Recent 
Trends in Business-Cycle Literature” complete the discussion of modern 
writings. Before it became Chapter V of the book, the last-mentioned article 
was slightly rearranged and enlarged to include references to Lundberg’s 
book (1937) and to Lange’s Economica article (1938). In this chapter, which 
reviews, among others, Schumpeter’s economic evolution theory, Hansen 
has occasion to expose the important role which, in his opinion, technical 
innovations have for our economic future: “Technical innovations, aided by 
bank credit expansion, alone appear capable of loosening up the joints and 
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releasing a fresh flow of invigorating blood throughout the economic organ- 
ism” (page 114). And “Capitalism cannot live without ever expanding, 
without continued economic progress....If we succeed in choking off 
economic progress, we may, indeed, eliminate industrial fluctuations, but 
we may also thereby destroy the system of free enterprise itself” (page 115). 

Part II has the title “Consumer Purchasing Power and Social Security 
Reserves.” The chapter on “The Flow of Purchasing Power” (contained in 
the Columbia University volume on Economic Reconstruction) and that on 
“The Investment of Unemployment Reserves” (partly contained in the 
Minnesota volume on Unemployment Insurance) are models of clarity and 
pedagogic exposition. 

Part III deals with “The International Situation.” The automatic gold 
standard is, for Hansen, part of a policy of “monetary pacifism,” which 
is “perhaps as unrealistic in the current financial world as sentimental 
pacifism is in the current political world” (page 216). Hansen’s realism does 
not, however, lead him into an apology for flexible exchange rates. “It 
should . . . be possible to achieve over prolonged periods substantial stabil- 
ity of exchange rates...” (pages 218-19). “The world has become too 
interdependent to achieve internal stability without securing first of all a 
workable external stability” (page 224). But can monetary stability exist 
under democratic institutions without more self-restraint than is exercised 
today by labor and other monopolistic groups? “Will the labor movement 
and the political instruments of social control be able to develop sufficient 
self-discipline to prevent periodic breakdowns in the money economy?” (page 
219). 

Part IV presents “The Economic Outlook.” It offers a very able discussion 
of the 1937 recession. The recession is seen partially as a consequence of the 
four 1936 “accidents,” “the European rearmament, the ... drought, the 
veterans’ bonus and the labor upheaval” (page 270), which led to an inflation 
of material and labor costs and to an accumulation of excess inventories. 
What part monetary policies—the raising of the reserve requirements and 
the gold sterilization—‘“played in puncturing the bubble is problematical” 
(page 270). Most serious, however, was the role of governmental expendi- 
tures. The gist of Hansen’s thesis is that “a recovery resting almost exclu- 
sively on a rising tide of consumption can go forward only so long as the 
consumption stimulus is applied” (page 280). “A recovery reared on the 
stimulus to consumption... has no momentum of its own” (page 282). 
“Had governmental expenditures been combined with a planned program 
of cost reduction, there might have followed an expansion of income and 
employment not only via a stimulation of consumption, but also via a 
stimulation of new investment. This program we have not adequately 
achieved, and now that the consumption stimulus is withdrawn, the for- 
biddingly high level of costs renders it difficult for investment to hold back 
the receding tide” (page 288). 

With all due skepticism as to the results of pump-priming policies, 
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Professor Hansen is by no means opposed to governmental loan expendi- 
tures. Quite on the contrary, he finds that, in our time of declining popula- 
tion growth (page 313), slow technological advance, and no territorial 
expansion, private investment outlets with attractive profit expectations 
are rare; in these times enlightened governments should become “inter- 
mediaries between the ultimate savers and investment outlets.” Indeed, 
“the government is becoming an investment banker” (page 318). This, 
however, does not imply socialism. According to the concluding sentence 
of this stimulating and important book, “we may... learn that there is 
nothing incompatible between the survival of private capitalism and a 
generous admixture of public investment.” 
Fritz MacuLup 


University of Buffalo 


Essai sur la Conjoncture et la Prévision Economiques, by Alfred Sauvy. 
Paris Librairie Technique & Economique. 1938. 190 pp. 18 fr. 


Mr. Sauvy’s purpose in this work appears to be the encouragement among 
French businessmen, economists, and political leaders of a higher regard for 
the statistical study of economic trends. He feels that France lacks the 
trained personnel and the statistical services necessary in order that govern- 
ment may proceed intelligently in the ever-increasing economic réle it is 
being called on to play. He has a fine understanding of both the possibilities 
and limitations of his subject. 

In his “essay,” he covers the entire subject of business-cycle research— 
its history, the principal agencies engaged in it both in France and else- 
where, the statistical materials available, the type of personnel and office 
equipment required, the statistical methods employed, the obstacles en- 
countered, the results which can be expected, and their relation to the 
problems of present-day society. None of these questions is treated exhaus- 
tively or in detail, but they are all presented clearly and authoritatively. 

United States economists who use French indexes will appreciate his 
evaluation of those indexes in Chapter IX. He believes that the French 
index of industrial production fluctuates too widely as between periods of 
prosperity and depression. For example, the index indicates a decline of 
33 per cent from 1930 to 1935. Sauvy, weighting the various industries 
according to the number of persons employed and including rough estimates 
for other industries, arrives at a maximum of 20 per cent. His figure is 
doubtless representative of the drop in national production of all goods and 
services. For purposes of comparison with other countries, however, it is 
important to notice that just as France does, most countries have production 
indexes based on highly sensitive industries rather than on services, repairs, 
and other relatively stable components of total production. 

In fact, many of the faults which the book finds with leading French 
indexes characterize similar indexes everywhere. Sauvy, however, is a per- 
fectionist in these matters and wants statistical services improved to the 
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point where a fairly accurate picture can be constructed of economic activity 
at any particular time. He feels that such equipment is essential if an erst- 
while economy of free enterprise is to make what he seems to consider the 
necessary transition to a more-or-less directed economy without losing most 
of the values which are its principal heritage from its past. 


, , , Rosert B. ScHWENGER 
Foreign Agricultural Service 


U. 8. Department of Agriculture 


Capital Consumption and Adjustment, by Solomon Fabricant. New York: 
National Bureau of Economic Research. Publication Number 35. 1938. 


xx, 271 pp. $2.75. 


This is an admirable piece of work—a credit to its author and to the 
broader project of which it is a part. For all its compactness of presentation, 
it gives every evidence of a determination to utilize every bit of material 
that can be shown to be of significance for the problem in hand; the data are 
treated critically and yet with imagination; and—most important of all— 
there is evidence throughout of an awareness of the theoretical issues which 
both illumine and are illumined by the data that Dr. Fabricant has so 
patiently assembled. 

“Capital consumption,” as the phase is used by certain business cycle 
theorists, is a much broader concept than the “capital consumption” which 
is discussed under that name in this book: for the phrase as used by most 
cycle theorists includes not only what Dr. Fabricant calls “capital con- 
sumption”—namely, “the current value of durable goods used up in pro- 
duction”—but also what he calls “capitai adjustment,” the two together 
making up what he calls “capital change.” This fact, however, instead of 
constituting a basis for criticism of Dr. Fabricant’s work, is to be regarded 
as one of its merits. For it should be clear, from a reading of this book, if it 
was not clear before, that the nature of the problems involved in both the 
measurement and the interpretation of the two types of “capital change” 
are so different in kind as to warrant the sort of separation which Dr. 
Fabricant proposes. 

By far the greater portion of the present study is devoted to “capital 
consumption” in Dr. Fabricant’s sense of the term. The reasons for this are 
several. In the first place, there is the good and sufficient reason to which the 
author repeatedly calls attention; namely, that it is “capital consumption,” 
as he defines the term, which is more directly relevant to the determination 
of national income produced; and the present study is an outgrowth of the 
admirable work of Simon Kuznets on capital formation, which in turn was 
an outgrowth of Dr. Kuznets’ own valiant labors toward the improvement 
of our national income estimates. In the second place, the data available 
for the measurement of “capital consumption,” in the narrower sense of the 
term, are, for all their shortcomings, very much more extensive than the 
data required for an adequate study of “capital adjustment.” And last—but 
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unfortunately not least—the inherent difficulties in the problem of measur- 
ing “capital adjustment” macroscopically are so great that everything would 
argue for a prior attack upon the problem of “capital consumption,” in the 
narrower sense of the term, even if the data available for a study of “capital 
adjustment” were more extensive than they are. 

These inherent difficulties are not slurred over in the two chapters (12 
and 13) which Dr. Fabricant devotes to the problem of “capital adjust- 
ment.” It should suffice to mention only two: (1) the vagaries of business 
practice with respect to the revaluation of assets, as affected by inertia, tax 
requirements, the desire to put a more or less favorable complexion on the 
state of a given enterprise, and the hundred and one other considerations 
that bulk larger in the interest of business men than a desire to know exactly 
what their property is “worth”; and (2) the fact that all valuation of assets 
represents a guess as to what is likely to happen in the future, for good and 
ill, and is, therefore, subject to revision as the future becomes the present, 
and the present becomes the past. To hope, in the face of these difficulties, 
and others upon which Dr. Fabricant touches, that, even with more ade- 
quate data than those which are assembled here, it will ever be possible to 
determine at the end of a given year how much capital, in the aggregate, 
has been “lost” or “destroyed”—to use a term dear to certain cycle theorists 
—in that year, seems to this reviewer simply impossible. 

This is not to say, however, that nothing further can be done with the 
problem of “capital adjustment,” except to accumulate more of the type of 
data which Dr. Fabricant himself has so patiently and ingeniously put to- 
gether. A further lead is suggested by the author when he remarks (p. 228) 
that “to get at the true economic factors in each case of revaluation would 
require detailed studies of individual companies and individual industries.” 
There is not the slightest doubt that certain types of “capital adjustment” 
are not only “real” (p. 231) but permanent. It is of considerable importance 
both for cycle theory and for social policy to obtain some quantitative 
notion as to the extent and the localization of such “real” and “permanent” 
instances of “capital adjustment” as there is reason to believe occur. It is 
no reflection on Dr. Fabricant’s work to suggest that an attack on the prob- 
lem by way of “detailed studies of individual companies and individual 
industries,” with the possibilities offered by such studies for a closer evalua- 
tion of the validity of specific accounting practices and a closer appreciation 
of the rectifying judgment of history, will yield more in the way of an under- 
standing of the scope and significance of “capital adjustment” than is yielded 
by even so intelligent an attempt as the one under review to deal with the 
problem in more macroscopic terms. On the contrary, the merits of the 
present volume are such as to encourage the hope that Dr. Fabricant himself 
may be induced some day to undertake exploratory studies in the direction 
indicated. 

ArTuur W. MarGeT 


University of Minnesota 
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Reinvestment Cycles and Their Manifestation in the Norwegian Shipping 
Industry, by Johan Einarsen. Oslo: University Institute of Economics. 
Publication No. 14. Chicago: Public Administration Service. 1938. 222 pp. 


This study is an elaboration of the hypothesis—previously advanced by 
Marx, D. H. Robertson, Schgnheyder, and others—that oscillations in 
reinvestment are a significant generator of business cycles. It also presents 
the results of an analysis of replacement (i.e., apparent reinvestment) in 
the Norwegian merchant marine during 1883-1932. 

For purposes of the statistical investigation, the author considers a newly 
constructed ship to be a replacement when it is purchased in connection with 
the “shifting out” of an older ship, “even if the new construction is greater.” 
He finds evidence of a five-years’ cycle in replacement and new investment. 
The age distribution of “ships which have been sold and replaced by new 
constructions shows strong concentrations about the ages of 9 years and 
19 years”; there is also a minor concentration about the age of 30 years. 
Apparently “84.6 per cent of the ships acquired as new constructions left 
the first owners before they reached the age of 30 years, but only 39.8 per 
cent of the ships were replaced. In other words, the total per cent of main- 
tenance was 47.0.” The author believes that his findings are a partial veri- 
fication of the “reinvestment theory.” 

Briefly stated, the theoretical argument is that a mass of the capital 
goods in use at any time have come into being more or less simultaneously 
—and not necessarily as a result of business-cycle disturbances. A substan- 
tial part of such goods will be worn out or obsolete at about the same age, 
and, inasmuch as the period of amortization is fixed in accordance with this 
age, reinvestment in new capital goods will also be concentrated within a 
relatively short period. The force of these “pure (or generating) reinvest- 
ment cycles” would tend to be dissipated as a result of the dispersion of 
reinvestment over a somewhat longer period than original investment and 
also because of a falling off in replacements. However, the cycles are main- 
tained by “secondary (or generated) reinvestment cycles” (which arise 
because reinvestment, after all, tends to be concentrated in periods of 
cyclical expansion) and by “shocks” (such as inventions and wars). Dr. 
Einarsen presents this theory as a logical explanation of the initiation of 
recovery and recession and of the “periodicity” of business cycles. 

But, as the author points out, the conditions necessary for “reinvestment 
cycles” are essentially (1) a concentration within a relatively short time of 
primary investment in a significantly large quantity of capital goods; (2) 
a similar concentration of reinvestment around a typical replacement age; 
(3) a sufficiently high percentage of maintenance of capital goods bv replace- 
ment. The author believes that these conditions are actually present: “There 
is no doubt that [original investment] shows a distinct tendency towards 
concentration in certain periods.” “The available data... indicate that 
many various sorts of capital goods have a typical replacement age about 
8-9 years.” “In most... industries we may... expect that the mainte- 
nance per cent will be much greater than in the shipping industry...” 
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Obviously, further knowledge of the life characteristics of capital goods is 
required. Most difficult to determine, perhaps, is the extent to which rein- 
vestment has “an immanent tendency to appear cyclically”—that is, the 


actual significance of reinvestment fluctuations as an originating force. 
Car T. ScHMIpT 


Columbia University 


The Theory of Prices, A Re-Examination of the Central Problems of Monetary 
Theory, Volume I, by Arthur W. Marget. New York: Prentice-Hall, Inc. 
1938. xxv, 624 pp. Trade price $6.00, school price $4.50, plus postage. 


Dr. Marget’s penetrating approach to monetary theory takes the form of 
a vast book review on a comparative scale. Mr. Keynes is the subject or at 
least the occasion of almost every one of the 600 pages, beginning with the 
rather elaborate proof that Keynes has confused “quantity theory” and 
“quantity equations;” exactly 100 pages are devoted to this theme, essen- 
tially to show that those equations are neither “static” nor useless “identi- 
ties” but “shorthand expressions to indicate the nature of the variables 
whose operation . . . influences prices” (p. 81). This discussion is followed 
by another 40 pages of extensive argument to prove that Keynes’ own 
“dynamic” equations have been equally misunderstood by a number of 
Keynes’ critics and that they are neither formally valid under all circum- 
stances nor useful for “dynamic” analysis. Nor does the character of the 
book change in its second part (“Behind the ‘Quantity Equations’”) which 
consists largely of the systematic analysis of the position of Keynes and 
others to each individual element in the customary quantity equation: M 
and M’,i.e., volume of money of ultimate redemption and volume of money 
substitutes (pp. 154-289); V, i.e., velocity of circulation and the cash bal- 
ance approach (pp. 290-483); and 7, i.e., the “volume of transactions” 
(pp. 484-600). The interest devoted to the fourth major element, namely to 
P, the general price level, is limited to such aspects as raised in Keynes’ 
last book, e.g., the question of a Plurality of Price Levels. This again indi- 
cates what appears to be the main purpose of the entire study: to defend 
“the substance of received doctrine upon the subject of the Theory of 
Prices against the strictures of Mr. Keynes” and to demonstrate “the way 
in which the body of received theory has grown up.” 
~ The essential thesis of this defense, elaborated with painstaking docu- 
mentation and sharp dialectics, is that “whole chapters in Mr. Keynes’ 
Treatise were little more than a rewriting . . . of what is after all received 
doctrine” (p. 158); or that “certain of Mr. Keynes’ utterances... are not 
to be interpreted as asserting a claim to priority .. .” (p. 171), ete. If, for 
example, Keynes charges the “traditional” doctrine with assuming a some- 
what direct and rigid relationship between the market rate of interest on 
the one hand, and the volume of bank money and the price level on the 
other hand, Dr. Marget (Chaps. 7 and 8) proves with brilliant scholarship 
the lack of foundation for such charges. His searching analysis of the inter- 
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national literature reaches back to the early nineteenth century and offers 
substantial contributions to the history of monetary theories. 

But the contribution goes beyond the elaborate demonstration of Mr. 
Keynes’ amazing ignorance of monetary thought and of the not less amazing 
number of his inconsistencies. In spite of the controversial character of the 
book, Professor Marget helps to clarify some of the most important concepts 
of monetary theory. The critical discussion is followed not only by “restating 
the substance of received doctrine” but also by “evaluating this tradition” 
(p. 386). The reader will especially appreciate the masterly exposition (pp. 
414-83) of the implications of the cash balance approach and of the infer- 
ences of the velocity concept applied to the circulation of goods (pp. 538 ff.); 
the analysis (pp. 538-47) of the insufficiency of the “output” concept as a 
substitute for “total transactions;” and the penetrating but not sufficiently 
conclusive criticism (pp. 302-413) of the “hybrid conception” of income 
velocity as a tool for the analysis of price-level changes. 

The limitations of a review and the failure of the author to provide a 
summary forbid any attempt to indicate even in a general fashion the 
author’s position and contribution to the numerous problems involved. His 
adherence to Wickseli may not be tasteful to everyone. For example, he 
insists somewhat dogmatically that interest as a cost and capitalization 
element cannot affect the general price level, except in so far as it affects 
the proportion between the flow of money and the flow of goods—apparently 
without noticing the question-begging character of this approach. The 
concept of a natural rate of interest is emphasized in the old sense of pros- 
pective profits, but the latter concept is used rather loosely. Dr. Marget’s 
distinction between “relative” and “absolute” demand for cash balances 
(pp. 444 ff.) appears to the reviewer as a mere restatement of the well- 
known fact that the total volume of those balances does not depend on the 
volume of monetary outlay alone. 

On the whole, the approach is critical and conceptual rather than “posi- 
tive;” the author’s interest is essentially “literary” and not “practical.” 
Policy issues are carefully avoided; concepts are discussed with little refer- 
ence to their “use” for other than purposes of logic; nor does the analysis 
reach the point at which factual verification could enter the scene. Even 
fundamental problems of monetary theory, such as that of money-creation 
in relation to production, are scarcely mentioned. This intellectual asceticism 
pervades the book with an air of theoretical remoteness and impartiality. 
May it be hoped that in a future volume of the work Dr. Marget will leave 
Mr. Keynes and other colleagues aside and will proceed to the “really” 
relevant problems in the same spirit of scholarship, unshakable logic, and 
intellectual honesty as displayed in the present volume which may be de- 
scribed as an historico-methodological introduction to clear the way, as no 
similar study has done before, for a forthcoming study of monetary policies. 


MELCHIOR PALYI 


University of Chicago 
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The Evolution of Finance Capitalism, by George W. Edwards. New York 
and London: Longmans, Green and Company. 1938. xvi, 429 pp. $4.00. 


In this book Dr. Edwards has undertaken the worthy task of filling a gap 
in financial literature, or, rather, in economic, financial, and social history. 
Undoubtedly, this vast field of the evolution of financial institutions has 
been neglected. Many writers have made contributions on special periods 
or institutions or even on the history of individuals, but no one has traced 
the complete story. To this task Dr. Edwards has made a contribution. 

The first third of the book treats the rise of British capitalism. Considera- 
tion is also given to France, Germany, Italy, Japan, and Russia. The works 
of Marx, Engels, Hilferding, Lenin, Rosa Luxemburg, Kautsky, and Buk- 
harin, as well as the works of classical writers, are drawn upon for explana- 
tory and analytical conbributions. In the history of finance capitalism in the 
United States there is no clear demarcation of the rise and fall of the different 
eras and the dominating power of individuals, groups and institutions. 

The community of interests that existed among many financial houses of 
the leading cities and how this community of interests was dominated by, 
or appeared to be under the leadership of, individuals or groups during 
certain eras is outlined by the author with an apparent admiration for the 
contributions of these organizations to the stability and industrial develop- 
ment of the times. 

Rather thorough treatment is given the rise of Government debt and the 
tendency to substitute Government for private financing. The Government 
now dominates many of the leading financial institutions, such as the Federal 
Reserve System and the Federal Deposit Insurance Corporation. 

Considerable space is devoted to the period of reconstruction since the 
crisis of 1929. While money rates are the lowest on record, the author says 
that standards of living of the people are being lowered “in order that a larger 
proportion of their annual return may be absorbed by governments and ap- 
plied to unsound and destructive purposes.” He points out that commercial 
banking channels are choked with excess funds and that, while funds are 
available for consumer financing on short term, there is insufficient invest- 
ment capital to meet the needs of American industry. On page 337 the 
author states his views emphatically: “The reform of security capitalism is 
unquestionably the most pressing problem of the day... . If the forces of 
disintegration now in operation for a number of years continue unchecked 
in their ravages, then society will fall back to an economic status comparable 
only to the dark ages of a thousand years ago. On the other hand, intelligent 
leadership based on sound private management and efficient public super- 
vision can lift security capitalism to a new economic renaissance, for 
carefully directed security capitalism can well serve as a mechanism for 4 
new industrial revolution which could give society an economic welfare not 
attained by any previous civilization.” 

The author will find many sympathizers with these views. It is his opinion 
that constructive leadership cannot be delayed if “financial capitalism” is 
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to provide for us the best that it has to offer. This ambitious undertaking 
on the part of Dr. Edwards deserves praise. Needless to say, much has been 
omitted, and it is possible that this undertaking will prove to be only an 
introduction to a new examination of our financial institutions. 


Ivan WRIGHT 
University of Illinois 


The Theory of Investment Value, by John Burr Williams. Cambridge, Mass- 
achusetts: Harvard University Press. 1938. xxiii, 613 pp. $5.00. 


Mr. Williams attempts to stride two worlds—the abstract world of invest- 
ment and interest theory and the real world of concrete security values. His 
book, he declares in the Preface, is addressed primarily to the intelligent 
investor and to the professional investment analyst, but he hopes that it 
will be of interest also to the economic theorist. The reverse is probably 
true. On the assumption that the investor is able to grasp Mr. Williams’ 
“algebraic budgeting,” there is only an elusive value to reward him for his 
efforts. The theorist on the other hand will find much of interest, particu- 
larly Mr. Williams’ criticism of Keynes, his view of the future of interest 
rates, his quiet comment that “we must realize that the capitalism we have 
known may well prove to be only a passing phase in economic history,” 
and his theory of investment value. 

Investment value is defined by Mr. Williams as “the present worth of 
future dividends, or of future coupons and principal.” He holds that “it is 
of practical importance to every investor because it is the critical value 
above which he cannot go in buying or holding, without added risk. If a 
man buys a security below its investment value he need never lose. . . but 
if he buys it above its investment value his only hope of avoiding a loss is 
to sell to someone else who must in turn take the loss in the form of insuffi- 
cient income.” Therefore, all we need to know to determine investment value 
are future dividends and principal. But if we knew these with any degree of 
certainty we should not need a theory of investment value. Mr. Williams 
anticipates such objections in a “Chapter for Skeptics,” wherein he asks 
such questions as: “Are long range forecasts too uncertain?” “Is the theory 
too impractical?” “Is the theory corroborated by experience?” In answering 
he is forced back to a defense of pure theory in such statement as “ .. . this 
book is not intended as a code of maxims for speculators, but as a treatise 
on economic theory for scientists .... The Theory of Investment Value 
shows how traders would act in the stock market if they were perfectly 
rational and farseeing ... Gradually as men do become more intelligent 
and better informed, market prices should draw closer to the values given 
by our theory . . . since market price depends on popular opinion, and since 
the public is more emotional than logical, it is foolish to expect a relentless 
convergence of market price toward investment value.” One may agree with 
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Mr. Williams that “investment analysis until now has been altogether un- 
equal to the demands put upon it.” Quantitative and qualitative tests and 
the establishment investment standards are earnestly to be desired, but a 
theory which depends in large measure upon long-range forecasts and which 
ignores “popular opinion” in the market does not appeal to either the 
intelligent investor or to the professional analyst. In the words of Marshall, 
“Thus it is not descriptive, nor does it deal constructively with real prob- 


lems.” 
GEORGE W. Epwarps 


The College of the City of New York 


Financial Organization and the Economic System, by Harold G. Moulton. 
New York and London. McGraw-Hill Book Company Inc. Business and 
Economic Publications, William Homer Spencer, Editor. 1938. xviii, 515 
pp. $3.50. 


This book is an outgrowth of the author’s well-known 1921 publication 
The Financial Organization of Society. Among the new subjects 1n the present 
volume are: foreign financial systems and the forces involved in the fluctua- 
tion of prices. 

The author has succeeded in presenting a comprehensive and interrelated 
picture of money, banking, and finance. While commercial banking receives 
more space than any other single financial process, extended discussion is 
devoted to topics which in most books of this kind are treated in summary 
fashion; e.g., investment houses, trust companies, stock exchanges, building 
and loan associations, etc. 

Although a wide range of material is covered, occasionally an important 
phenomenon is presented in a rather superficial way. A case in point is the 
analysis of the expansion of bank deposits. The author assumes a situation 
in which there is only one bank in a given community, every customer of 
the bank uses a checking account as a means of payment, cash reserve is 
$100,000, and the reserve requirement is 10 per cent. “Under these circum- 
stances it would be possible for the bank to make loans and create new 
deposit accounts not only up to the full amount of the $100,000, but even 
to ten times that amount” (p. 303). This statement is followed by an ex- 
planation consisting of three sentences which, though possibly adequate as 
a summary, fails entirely to show the mechanics or process by which the 
expansion of deposits to $1,000,000 is possible. Furthermore, the manner in 
which a tenfold expansion of bank deposits for the banking system as a whole 
can be achieved is not explained in any satisfactory fashion; a vague refer- 
ence to “the collection and clearance system already described” dodges the 
heart of this confusing question. It still is necessary to erplain that familiar 
analysis by which extra bank reserves may lead to a tenfold expansion of 
bank deposits, i.e., to show concretely how extra bank reserves are loaned 
by one bank, deposited in another, reloaned, etc. To assume that a reader 
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can grasp this process without step-by-step analysis is to assume that noth- 
ing needs to be explained and that a book on financial organization may 
properly consist of a series of undemonstrated propositions. 

Dr. Moulton’s treatment of the price problem is puzzling. There appears 
to be a confusion between the equation of exchange and the quantity theory 
of money: for example, it is pointed out that a weakness of the equation of 
exchange is that it “sheds no light upon the causal relationships among the 
various factors which make up the equation” (p. 499). Was the equation of 
exchange ever intended to shed light upon these causal relationships? A 
still “more fundamental weakness” of the equation “lies in the conceptions 
and assumptions inherent in the entire approach, and its complete failure 
to envisage the actual processes of price-making in a pecuniary system such 
as we have today” (p. 499). Precisely what does this statement mean? A 
“fundamental weakness” of the equation of exchange needs a fuller explana- 
tion. 

The book is written not only for college and university students but for 
lay readers and businessmen as well. Unquestionably it will be of real service 
to both groups because of its wide range of materials, interesting discussions, 
and innumerable practical observations. Offsetting these commendable fea- 
tures is the author’s rather frequent tendency to make statements without 
adequate explanation or to reach conclusions which, though possibly sound, 
do not follow from the data presented. 

Harry HENIG 


University of Cincinnati 


Trends in North Carolina Banking, 1927-1937, Prepared by the Research 
Committee of the North Carolina Bankers Association. Raleigh, North 
Carolina. 1938, 152 pp. 75 cents. 


This study is further tangible evidence of the growing interest on the part 
of bankers associations, operating officials, and supervisory authorities in 
banking research of an institutional and regional nature. It is similar in 
scope to the earlier studies of the New York and Indiana Bankers Associa- 
tions.' The primary purpose of the study is “to observe as objectively as 
possible the trends in North Carolina banking as it reflects the changing 
economic conditions in the country as a whole” (p. 12) and in North Carolina 
in particular. Changes in the banking structure and trends in the capital 
structure, deposits, reserves, loans, bonds, and earnings of the North Caro- 
lina banks since 1927 are analyzed by size groups. 

Structural changes in the North Carolina banking system are indicated 


1 Cf. Banking Developments in New York State 1925-1934, New York State Bankers Association 
New York, N.Y., 1935; and the Report of the Research Committee, Indiana Bankers Association 1937, 
Part I, A Study in Recent Banking Trends: A Statisticai Analysis of Asset, Liability, Earning and Ez- 
pense Data for Indiana Banks 1916-1986, Indiana Bankers Association, Indianapolis, Ind., 1937. 
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by the decrease from 382 state banks and 77 national banks in 1927 to 160 
state banks and 43 national banks at the close of 1937. The mortality rate 
in North Carolina was “considerably above the average for the country as 
a whole and for the South as a region” (p. 17). The most striking change in 
the size composition of the surviving banks has been the very great reduction 
in the number of banks with deposits of less than $250,000 and the substan- 
tial increase in the number of banks with deposits in excess of $1,000,000. 
The decline in the number of small banks has been due to consolidations, 
the authorization of “tellers’ windows,” and the consolidation of hitherto 
independent banks into branch systems. “These changes have unquestion- 
ably added an element of strength in North Carolina banking” (p. 20). 

The functional aspects of the North Carolina banks, as represented by 
shifts in the assets, have undergone modifications similar to those experi- 
enced by banks in the country as a whole. The trend of primary reserves for 
North Carolina banks has been upward since 1927, and the ratios for the 
state are uniformly higher than the U. S. averages. In 1937, the primary 
reserves amounted to 32.6 per cent of the total assets in North Carolina 
banks. “Other loans” have declined from 42.9 per cent of the assets in 1928 
to 18.1 per cent in 1937. “The most dramatic change in the assets of North 
Carolina banks relate to the trends in the quality and quantity of the bond 
account” (p. 79). Total investments increased from 10.1 per cent of total 
assets in 1927 to 33.5 per cent in 1937; United States obligations accounted 
for 20 per cent of the assets in 1937 and state and municipal bonds for 11.5 
per cent. “It is probable that the bond account of North Carolina banks 
would be improved if a smaller proportion of the earning assets were in state 
and municipal obligations unless those investments are of such a high quality 
and so widely diversified as to leave no room for doubt as to their funda- 
mental soundness” (p. 85). 

There is an excellent final chapter which compares the pertinent ratios 
of failed banks with those of successful institutions. From this analysis, 14 
specific factors which accounted for the bank failures in the State are 
enumerated. It is to be regretted that no liquidation results are included in 
the report, for state banking statistics on this important subject are notably 
lacking or inadequate. 

Although this study is characterized by very careful statistical research, 
in the opinion of the reviewer it is too detailed and in some instances too 
minutely concerned with nonessentials to be inviting to most bankers. More 
aggregate data should have been given. Factual summaries at the end of 
each chapter and a final summary chapter unifying the main developments 
analyzed, together with more consideration of their implications, would 
have been valuable. Certainly a liberal use of charts and graphs would have 
enhanced the effectiveness of the presentation. Only one chart is to be found 
in the entire study. More careful consideration should have been given to 
the type of table used and to the possibility of combining many of the 
numerous tables. This is particularly true in the case of the tables on earn- 
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ings and expenses. Slight attention is given to branch banking developments 
in the state, and there are no separate data for state and national banks. 
To teachers of money and banking, such studies afford a wealth of factual 
material to illustrate recent banking developments and practices, which 
material is lacking in most textbooks. 
J. M. Wuitsetr 
Ohio State University 


The Commercial Paper House in the United States, by Albert O. Greef. Cam- 
bridge: Harvard University Press. Harvard Economic Studies, Volume 
LX. 1938. xxiii, 459 pp. $5.00. 


The commercial paper market is the oldest and broadest part of the 
money market in the United States and is a direct outgrowth of the unit 
banking system. The development of the commercial paper market resulted 
in the more effective utilization of the country’s banking resources than 
otherwise could have been achieved by the unit banking system. Mr. Greef’s 
book is an excellent monograph on this phase of the money market. The 
book is very well conceived and carefully arranged. 

Part I describes the development of the commercial paper market from 
the early days of the country to 1936. Interesting details on early develop- 
ment which are not generally known are found throughout this section. 
The peak of the commercial paper market was reached during the twenties, 
but since 1933 its importance has decreased materially. The author clearly 
explains the reasons for this decline. Thus, on page 145 he states, “This 
unprecedented decline in the volume of open market financing resulted 
mainly from forces which operated to restrict the supply of commercial 
paper, and only to a lesser extent from those which tended to limit the 
demand for such paper as an investment.” 

Part II deals with the organization and operation of a commercial paper 
house. The author has collected considerable new materials. His analysis on 
the organization and operation of dealers in commercial paper is not avail- 
able elsewhere in concise form. 

In Part III the author tries to find a place for the commercial paper house 
in the financial system of the country and tries to link it to the other short- 
term markets of the money market. 

Although the author has discussed events up to 1936 only, the book is 
up to date, since no important new development has taken place. The 
volume is well documented and contains a very valuable bibliography. It 
adds to a better understanding of the operations of the money market and 
should prove of considerable value to all those interested in the field of 
banking and finance. 

Marcus NADLER 

New York University 
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Retail Sales Taxation, Relation to Business and Consumers, and Administra- 
tive Problems, by Neil H. Jacoby. Chicago: Commerce Clearing House, 
Inc. 1938. xi, 370 pp. $3.50. 


This volume proves that experience in the public service is a fundamental 
element in the education of many social scientists. Professor Jacoby has 
not only discovered significant facts about retail sales taxes which would 
have been overlooked by an equally penetrating scholar without his back- 
ground of administrative experience, but he has also devised methods of 
analysis which his academic colleagues would not have seen. Indeed, it is no 
exaggeration, despite the non-quantitative character of much of the subject 
matter, to say that Jacoby’s ingenuity is not excelled in any American 
monograph on state taxation in the application of simple statistical tech- 
niques to the solution of technical economic and administrative problems. 
His use of qualitative methodology in marshaling economic, legal, and 
administrative data is also thoroughly workmanlike. 

The study of general retail sales taxation in American states is divided 
into four parts: the first is historical; the second is analytical from the view- 
point of the consumer; the third is concerned with administration from the 
viewpoint of the retailer and the administrator; and the fourth is addressed 
to problems of public policy. There is a bibliography of both secondary 
materials and documents. There is, however, no table of cases; though many 
of the significant decisions of the courts have been cited. The index is ade- 
quate for reference purposes. The author treats the compensating use taxes 
developed to protect retailers subject to retail sales taxes as a phase of his 
problem. 

The most significant conclusions from Jacoby’s study confirm other work 
in the same field. Some findings especially significant—even though not in 
all cases new—are that sales taxes do not closely approximate the equivalent 
of a “spendings” tax; that evasion approximates 10 to 15 per cent of total 
levies; that there are 1 to 10 per cent of all sales which are protected by the 
commerce clause of the United States Constitution; that, taking an extreme 
illustration, the proportion of income required by a sales tax is sixteen to 
twenty times as great in the case of a family receiving a $1,000 income as in 
the case of one receiving a $1,000,000 income; that higher rates develop 
greater evasion than lower ones; that retail sales fluctuate more than 
national income and therefore constitute an unstable tax base; that food 
and automotive businesses are the greatest revenue producing schedules in 
state retail sales taxes; that total costs—to state, retailer, and consumer—of 
administering sales taxes aggregate between 5 and 10 per cent of gross 
revenue; that the incidence of the tax if the rate is 2 per cent or more is on 
the consumer; that the short-run incidence in all cases, however, is affected 
by legal provisions for shifting; that the (ordinarily concealed) effect of a 
sales tax is to reduce consumption of luxury items; and that there is financial 
and political reason for expecting that sales taxes will remain an important 
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part of state fiscal policy in about half of the states—at least for some time 
to come. 
James W. Martin 


University of Kentucky 


Annotations on Small Loan Laws, Based on the Sixth Draft of the Uniform 
Small Loan Law, by F. B. Hubachek. New York: Russell Sage Founda- 
tion. Small Loan Series. 1938. Ixv, 255 pp. $3.00. 


This reference work fills a need. Several other scholarly studies have 
explored social and economic aspects of the small loans problem, and Cama- 
lier has compiled the statutes. Now, for the first time, we have a comprehen- 
sive guide to the application of the laws in judicial interpretation. The 
legislature defines, permits, commands, and prohibits; but only when the 
courts have had their say can we be sure how certain provisions apply in 
practice. Long an active attorney in the field and perennial chairman of the 
American Association of Personal Finance Companies’ standing committee 
on law, Mr. Hubachek draws on a full stock of material. He cites some 450 
cases, classified in a way to reveal the judgment of the courts on the impor- 
tant points at issue. 

The scheme of classification is the sixth draft of the model Uniform Small 
Loan Law. Each of the 27 sections is compared with the provisions of earlier 
drafts, briefly commented upon, and then annotated point by point with 
abundant case references. When, for example, has a loan been invalidated 
due to failure of the lender to provide the borrower with the required 
statement of details? With a minimum of effort, the reader may put his 
finger on the decisions of the courts. 

The appendix contains texts of the first, fourth, and sixth drafts of the 
Uniform Small Loan Law and complete citations of all state small loan laws 
in effect at the end of 1937, together with a summary which gives rates in 
force and shows, in rough outline, the relationship of the various state laws 
to the model drafts. As the author states, “the Uniform Small Loan Law 
does not exist as a statute.” Therefore, for a full knowledge of the law of a 
given state, the student must study the local statutes and conditions, as 
well as the interpretive material in this work. 

The book shows how far the courts have gone in stopping evasions of 
general usury laws and other legal interest limitations. Legally, “interest” 
is compensation which the lender actually receives for the use of money 
lent and does not include actual payments made to others on behalf of the 
borrower and from which the lender receives no benefit. A useful definition 
for the consumer, on the other hand, is the total cost of borrowing, including 
charges of every kind. (In line with this distinction, the forthcoming seventh 
draft of the Uniform Small Loan Law will change the word “interest” to 
“charges,” in order to make the maximum legal percentage rates include all 
costs to the borrower.) 
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For state supervisors of small loans, prosecutors, attorneys, and legal aid 
societies, this work is indispensable. It is valuable, also, to students who wish 
to discover how effective regulation is developed, how loop-holes are closed 
up, and how workable regulatory laws for related fields may be shaped. 

LeBaron R. Foster 


Pollak Foundation for Economic Research 


International Trade and Finance, by John Parke Young. New York: The 
Ronald Press Company. 1938. xviii, 526 pp. $4.00. 


Elementary students will find this volume on international trade and 
finance to be a readable introduction to the considerable breadth of the 
field. More emphasis than customary has been placed on the descriptive 
approach to the subject, with about one-third of the text devoted to what 
may fairly be called historical examination. In addition, the monetary 
aspects of the economy, both national and international, come in for a 
large amount of extensive treatment. 

The history, theory, and policy are comingled in such a manner that they 
form a mélange, the organization of which escapes the reviewer. Yet, for 
review purposes, it is most convenient to examine these three phases of the 
text separately. 

Beginning with the Phoenicians and running the gamut of the Greeks, 
Romans, Italian cities, Portuguese, Hanseatic League, and the British, the 
historical development of international trading activities is sketched with 
considerable ability for descriptive summarization. The same is done for the 
United States from the colonial period to the present time. In addition to 
this history of international trade in the early portion of the text, most of 
the various phases of international affairs considered throughout the rest of 
the volume are introduced through the medium of historical facts. For 
instance, an examination of co-operative currency unions starting with 
1865, history of foreign investments by Americans, history of tariff legisla- 
tion from the Revolutionary War to the Reciprocal Trade Agreements Act, 
British tariff policy since 1914, reparations and war debts, course of inter- 
national finance since the World War, silver in American history, progress 
in ship design since 1900, and the history of the American merchant marine 
are examples of the broad historical content upon which much of the book 
is based. 

Turning to the theoretical aspects of the text, a chapter on the law of 
comparative advantage presents the thesis that countries produce and trade 
according to their comparative advantages in terms of money costs. Curi- 
ously enough, the brief reference here to the history of theoretical de- 
velopment credits Smith, Ricardo, and Mill as being responsible for the 
development of international trade theory without indicating clearly that 
their theories were based on real costs not money costs. Reference to Ohlin 
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or Haberler would not have been amiss in this connection. One might criti- 
cize the conclusion that, assuming going economies, comparative advantages 
translate themselves into absolute differences in money costs. Moreover, in 
Chapter 5 the author holds that when wages are low a country has low 
money costs, but then under the discussion of the “high wage argument” for 
tariffs (Chapter 20) he states, “American goods produced by high wages are 
sent to all parts of the world . . . This clearly indicates that American costs 
for these goods are lower.” The elementary student might find these ideas 
confusing even though considered within the context. 

In regard to the policy features of the text, treatment of American 
property rights abroad shows a curious combination of erudition and na- 
ivety. The latter is evidenced by such statements as “the Monroe Doctrine 
...is not a policy for seeking special privileges for American trade and 
investment, nor of superintending affairs of neighbors” and “it will not 
enforce this latter demand (nondiscrimination against its citizens abroad) 
by military means.” Also, in dealing with restrictive trade practices other 
than tariffs, too little attention is given to the various administrative prac- 
tices which act as trade barriers, i.e., sanitary regulations, classification for 
the customs, marks of origin, etc. Despite these weaknesses, there is con- 
siderable merit in the non-analytical and non-theoretical portions. 

For the elementary student, who wishes to obtain a historical, factual 
basis for more advanced study in the realm of international trade and fi- 
nance, Professor Young’s International Trade and Finance can be recom- 
mended. 

Epwarp C. WELSH 


Ohio State University 


America’s Stake in International Investments, by Cleona Lewis, Assisted by 
Karl T. Schlotterbeck. Washington, D. C.: The Institute of Economics 
of The Brookings Institution. Publication No. 75. 1938. xvi, 710 pp. $4.00. 


This book is a further contribution of The Brookings Institution to the 
study of international financial relationships. It is a painstaking and com- 
prehensive study, embracing much of the same field as covered in earlier 
studies of The Brookings Institution, but presenting a longitudinal view of 
the evolution of the United States from a weak debtor country during the 
early days of our national life to the strong financial position of today. It 
is not merely a description of the investments of the United States in other 
countries but also an analysis of investments by other nations in this 
country. 

Part I is a detailed description of the forces leading to investment by 
foreigners in the United States, including railroad expansion, the sale of 
local, state, and national Government bonds abroad, and the investment of 
foreign funds in American industry. There is an interesting description of 
the transition of our position from debtor to creditor nation during the 
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period of the World War, followed by a description of the shift in invest- 
ments by other countries in the United States in the postwar period. 

Part II is a description of the investments of the United States in other 
countries. It contains much material hitherto available only in a great 
variety of sources on the reasons for investment by American citizens 
abroad, such as trade, banking, mining of gold, silver, and copper, drilling 
for oil, the exploitation of many other mineral and agricultural resources, 
the development of branch factories and public utilities, as well as the 
sizable government loans made during the period of the World War. The 
conclusion is reached that private investments in the form of American- 
controlled enterprises operating abroad have been, in general, very profit- 
able, but that private investments in foreign securities and loans by the 
United States Government to other governments have not shown such a 
favorable return. The development of these international financial relation- 
ships is presented realistically against a background of the economic proces- 
ses out of which they emerged. 

Part III is a description of the evolution of the debtor-creditor position 
of the United States, supplemented by a brief description of the shift from 
a debtor to a creditor position on the part of several other countries, namely, 
Holland, Great Britain, France, and Germany. 

While the book as a whole is descriptive, certain theoretical issues of 
significance to the future are raised in the last chapter. The brevity of these 
theoretical cons:erations is explained in the preface to the book, which 
promises a program of further studies during the next few years in which 
several of the issues set forth in the concluding chapter will be explored. 
Yet, as it stands, the volume is a definite contribution of a realistic character 
to the literature of international finance. 

James F. Cusick 


Dartmouth College 


France Overseas, A Study of Modern Imperialism, by Herbert Ingram 
Priestly. New York and London: D. Appleton-Century Company, Inc. 
1938. ix, 463 pp. 10 maps. $5.00. 


This substantial study is the first one-volume presentation in English of 
the ups and downs of France’s colonial ventures from the beginning to 
recent date. Presented very much as Frenchmen have recorded it, the book 
also reflects the author’s apparently greater familiarity with the administra- 
tive side of the story, with emphasis on experiments in military control, 
land policy, the native problem, and the like, with a minimum of diplomatic 
history. 

The treatment of taxation, budgetary problems, and commercial policy 
is descriptive rather than analytical, and leaves much unsaid, particularly 
as regards tariff policy. In his concluding chapter on “Recent Trends” the 
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author gives very little idea of what the trend toward imperial self-sufficiency 
has meant economically. For example, he cites as an isolated fact (page 403) 
that in 1927-28 France’s colonial trade was around 12 to 15 per cent of her 
total foreign trade, without pointing out that about the same proportion 
prevailed before the War, or that by 1935 it had practically doubled, thanks 
to increased trade restrictions imposed by France and her chief customers, 
which caused France’s trade with foreign countries to decline but which did 
not apply to her colonies. 

Despite the blurb on the jacket that the book shows the economic motive 
to be predominant in French colonialism, there is little evidence that this is 
so and practically no statements to that effect by the author. Indeed his 
constant reference to such intangibles as pride, prestige, nationalism, and 
even to the “highly religious nature of international rivalry,” indicates that 
these are to his mind the most potent influences. He avers that “colonialism 
is an inveterate habit of the Western peoples, which involves pride of posses- 
sion and activity, a yearning for prestige, regardless of success or profit” 
(pages 396-97). We also read that, as regards France, “the determination 
was to hang on to imperialism in spite of the cost . . . ” (page 400). Not until 
the World War proved its value did the French colonial movement cease to 
be unpopular. After a century of indecision, France at last made up its 
mind to have a planned empire at all costs and began to consolidate her 
colonial position, institute reforms, and push the program of imperial self- 
sufficiency to the limit. 

Notably and refreshingly lacking are the usual generalizations about 
“economic imperialism” and the supposed necessity of capitalistic countries 
to expand into backward areas. The author dresses up his book with a few 
trade and population statistics, but he makes no effort to present a “balance 
sheet of imperialism.” He concludes that “the possession of colonies is a 
political liability rather than an asset;” and he apparently agrees with 
Southworth (who, incidentally, is an American, not an “English economist”), 
whose French Colonial Venture undertook to show statistically that French 
colonialism does not pay. However, “there is no gainsaying that colonial 
enterprises have often yielded rich returns to private initiative, usually at 
the expense of the home population as well as of the native one” (page 397). 

The author thinks that “tremendous benefits are likely to accrue” froma 
study of the economic problems of imperialism by “impartial economists” 
(page 426). The reviewer is considerably less sanguine, not because balance 
sheets and inductive studies would not verify an economist’s worst sus- 
picions, but because such studies are likely to yield no tremendous benefits. 
Planned empires, like any other type of planned economy, do not operate 
noticeably on the basis of economic calculation and are not likely to be 
moved by the findings of economic calculators. 

E. M. WinsLow 


United States Tariff Commission 
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Statistical Tables for Biological, Agricultural and Medical Research, by R. A. 
Fisher and F. Yates. London: Oliver & Boyd Ltd. 1938. viii, 90 pp. 12/6. 


The reader who anticipates the usual collection of statistical tables will 
be pleasantly surprised by this volume. Strictly functional in design, it is 
streamlined for the investigator who uses statistics as a tool in his researches. 
A considerable amount of hitherto unpublished material is included. One 
striking feature is the attention devoted to the examination and application 
of the Latin square. 

As would be expected, most of the tables based on the normal distribution 
are presented in Professor Fisher’s characteristic style, the argument being 
the probability of the function tabulated. The probability 0.001 together 
with a line for 120 degrees of freedom have been added to the table of ¢. 
The 0.1 per cent points have been added to x? aiso. The tables of z, in addi- 
tion to carrying the line for 120 degrees of freedom, have been augumented 
by the 20 per cent points worked out by H. W. Norton. The points now 
tabulated enable one to combine the probabilities from several tests of 
significance by use of twice the negative natural logarithms. Those who 
object to entering the auxiliary table of natural logarithms for the z-test 
of significance will be pleased to find complete duplicating tables of e*, 
designated as “variance ratio”—the function first tabled by Mahalanobis in 
1932 and called “F” by the reviewer in honor of Professor Fisher in 1934. 

Transformations are discussed concisely in the introduction, followed by 
tables of probits and the useful angular transformation, p =sin*?. Toxicol- 
ogists will welcome an adequate account of C. I. Bliss’ calculation of the 
dosage-mortality regression, including both formulas and a worked out 
example. 

Complete enumerations of the Latin squares 6 6 and smaller are speci- 
fied. In addition, some newly acquired facts about the enumeration of the 
7 X7 squares are reported with four examples. There are sets of orthogonal 
Latin squares of sizes 9 X9 and less. “Besides their use in ordinary factorial 
design, complete sets of orthogonal squares serve as the basis of quasi- 
factorial and quasi-Latin square designs (balanced lattices and lattice 
squares) and also serve to generate other designs in balanced incomplete 
blocks.” A generous discussion of balanced incomplete blocks includes a 
numerical example and convenient indices of known designs. 

Moving counter to the custom of employing rectangularly distributed 
data, such as ranks, for calculating regression and analysis of variance, the 
authors present tables of normally distributed scores for such ordinal data. 
These scores, resulting from the transformation of the ranks to normal 
deviates, are suitable for analysis of variance, correlation, and other statis- 
tical methods founded on the normal distribution. 

The heavy calculations associated with orthogonal polynomials are greatly 
alleviated, under specified conditions, by tables of £’ from &'; to ’s (Fisher’s 
notation) for-values of n’ from 3 to 52. A numerical example serves to illus- 
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trate the computations. This timely contribution is especially welcome to 
the group engaged at present in developing the attractive possibilities of 
these functions. 

The novel features of this volume of statistical tables include a new list 
of random numbers conveniently arranged for the purposes to which such 
numbers are usually put. The list contains 30,000 digits. 

More conventional are the offerings of tables of logarithms with bases 
10 and e (the latter somewhat more than usually extensive); of squares, 
square roots and reciprocals; of factorials, and of natural sines and tangents. 

The pleasing typography of the tables promotes accuracy in use. Five 
minor corrections should be noted by those having the book: 

Page 8, line 6. The quantities specified as “range” are really range/4. 

Page 14, line 4. The exponent of p is n —r. 

Page 15, line 10. A =y, not z. 

Page 20, 6th line from bottom. The reference numbers are Jordan (20) 
and Aitken (18), (19). 

Page 48, line 1 of solution 16. The letter e in block 2 is blurred. The block 
letters are adefj. 

The Fisher and Yates tables constitute a valuable tool in the kit of the 
practicing statistician, especially of him whose concern is in the design of 
sampling procedures and the reduction of their results. 


GrorGE W. SNEDECOR 
Iowa State College 


A Method of Isolating Sinusoidal Components in Economic Time Series, 
by O. W. Blackett and W. P. Wilson. Ann Arbor: University of Michigan, 
Bureau of Business Research. Michigan Business Studies, Volume VIII, 
Number 4. 1938. 58 pp. $1.00. 


It is well known that the problem of the choice of methodology in the 
analysis of business cycles is far from solved. This is true despite the rather 
widespread current use of methods which break down the series used into 
four components: trend, seasonal, cyclical, and random. Customarily the 
cyclical component in this type of analysis is viewed as a residual, and the 
random components as a large number of unrelated, nonrepetitive factors 
governed largely by pure chance. The authors of this interesting pamphlet 
suggest that this analysis does not bring to a conclusion the analysis of the 
cyclical movement but merely indicates the need for going further. A time 
series is defined as having a “tendency toward periodicity” which is distorted 
by erratic forces, that is, there are one or more components, each periodic 
in its tendency to fluctuate. The result of having these several components 
act together is to give a curve which does not seem to be at all periodic. 
Periodicity is further obscured by random forces, which act to produce 
cyclical variation, but at the same time also tend to shift the phases of the 
cycle, thus obscuring its periodic character. The whole series, further, can 
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be resolved into its components for brief intervals. The authors make it 
clear that they do not contend that this is the way in which cycles are built 
up but present it as a working basis for their method which has some logic 
to support it. 

This is, of course, the crucial point in any attempt to analyze time series 
statistically. The single correct method of analyzing time series will be 
derived only after the true nature of the causative forces has been estab- 
lished on a logical basis. The use of the sine curve in time series is not new. 
Admittedly used as a probing tool, there does not seem to be any reason to 
assume that analysis by means of a sine equation will not result in some 
interesting additions to present speculation on the nature of the business 
cycle. It must be remembered, however, that too great a departure from 
reality in the analysis of time series will lead almost inevitably to errors and 
misinterpretations. The application of the suggested type of analysis cannot 
have any greater validity than the other methods used until the basic 
economic assumptions can be substantiated. 

The method used follows from the assumptions on the nature of time 
series and certain properties of the sine curve. The first step is to bracket 
the data by adding alternately spaced values in the series, that is, the bracket 
for a given month is the sum of the values for the months immediately pre- 
ceding and following in the sequence chosen. The length of the interval 
between brackets is determined by the length of the period studied. This 
interval is in terms of variously spaced units of time. A second set of brackets 
can be secured by repeating this process on the first set, and similarly for 
any number of brackets. If sinusoidal components are present they will be 
reflected in these brackets. The authors next develop a generalized form 
based on least squares for fitting to a series where the functional expression 
is U =A sin(at +b) or U = Ajsin(a;t +b;) + Assin(aet +b) for two components, 
and so on for as many components as may be present in the original series. 
Fitting this function to the brackets gives a constant which is a measure of 
the form of the curve of the component which is being studied and also a 
different constant for each separate component. The authors also show that 
each component can be reconstructed separately. 

As far as the method itself is concerned, a number of questions remain to 
be answered. Most of these are recognized by the authors themselves, and 
in some instances they have reserved judgment until further study has been 
made. Perhaps the most important question to be answered exactly is that 
concerning the number of components present in the series. Another is that 
of choosing the proper bracket intervals. Some general solutions of these 
two problems are suggested by the authors. They also assume that the var- 
ious components can be fitted by additive sine functions. This last problem, 
as well as other similar ones, however, leads back to the basic problem of 
how well the method suggested approaches reality. 

Morton 8. NaGELBERG 


Columbia University 
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Elementary Mathematical Statistics, by William Dowell Baten. New York: 
John Wiley & Sons, Inc. London: Chapman & Hall, Ltd. 1938. x, 338 pp. 
$3.00. 

“This book was written primarily for students interested in statistics who 
have not studied differential and integral calculus. It attempts to develop 
formulas and fundamental relations by the use of very simple algebra, 
trigonometry, and analytical geometry.” In keeping with the author’s ex- 
pressed intention there is no advanced mathematical theory in this volume, 
though many formulas here derived from first principles usually are stated 
merely in completed form in nonmathematical texts on elementary statistical 
methods. The basis is therefore provided upon which a well-rounded course 
may be built, if the instructor is prepared to supply much of his own problem 
and explanatory material. It has occurred to this reader that a very modest 
use of the calculus would have simplified the author’s exposition at many 
points while not greatly reducing the audience to which a book of this kind 
has appeal. 

In the first chapter the student is introduced to an essential group of 
mathematical symbols and to a somewhat inadequate treatment of graphic 
presentation. Use of the traditional symbols is adhered to for the most part 
but at times throughout the book seldom-used symbols are injected compel- 
ling the reader to do considerable backtracking into earlier chapters. A more 
complete system of cross-referencing would have been desirable and also 
more references to advanced work when the derivation of a particular for- 
mula was beyond the scope of this text. 

A chapter on permutations and combinations and elementary probability 
ties in well with the subsequent treatment of the Bernoulli distribution and 
chapters on sampling theory and the analysis of variance. The presentation 
of the problem of sampling from an unknown parent is introduced by the 
consideration of groups selected from known parents. This exposition strikes 
the reviewer as the most useful in the book. The method employed of com- 
puting the theoretical frequencies of a distribution that may be assumed 
normal is rather cumbersome, and, although the steps are worked out 
logically enough, a somewhat simpler method of exposition is available 
elsewhere. Useful formulas are provided for the standard deviation of the 
sum and the difference of different series of variates. Systematically derived 
measures of skewness and kurtosis are given in the form of functions of the 
third and fourth moments about the mean and the corresponding power of 
the standard deviation. Simple, multiple, and partial coefficients of correla- 
tion are developed from the normal equations, and the general case of s 
independent variables is considered with the necessary determinants being 
set up for the solution of the constants involved. This reader would have 
appreciated a fuller treatment of rank and tetrachoric correlation and analy- 
sis of variance even at the expense of a somewhat longer text. 

Since the book is not specifically designed for the economic statistician 
the treatment of index numbers and time series analysis is not elaborated 
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and in fact scarcely provides the bare essentials for the student of those 
subjects. This text together with the useful tables which are appended should 
make a contribution to the satisfactory teaching of this rapidly developing 
subject. 

Joun O. McD1armip 


Carnegie Institute of Technology 


The Cost Principle in Minimum Price Regulation, by Herbert F. Taggart. 
Ann Arbor: Bureau of Business Research, University of Michigan. Michi- 
gan Business Studies, Volume VIII, Number 3. 1938. iv, 332 pp. $1.00. 


This treatise complements in part Professor Taggart’s Minimum Prices 
under the N.R.A. published in 1936. It attacks primarily the feasibility, 
rather than the desirability, of current attempts at minimum price regula- 
tion. It is a thorough, able, and vigorous argument for the principle “that 
any comprehensive effort to establish uniform methods of costing for pur- 
poses of forbidding sales below cost is bound to be a failure.” His conclusion 
is based on numerous theoretical, as well as practical, considerations, al- 
though the sole purpose of the treatise is to indicate in detail the technical 
difficulties of cost accounting as one of the primary arguments against an 
effort to forbid sales below cost—an effort partially in conflict with the pre- 
sumably desirable theory of free competition. 

“Cost accounting does not consist of a set of fixed rules universally recog- 
nized and universally applicable.” Cost “definitions” or “formulas” or 
“systems” must fail because of vexatious problems of applicability, not only 
in simple industries but particularly in those more complex industries where 
members encroach on the field of others. The three elements of cost—mate- 
rials, labor, and overhead—are respectively considered in relation to cost 
formulas. The problem presented by production at various degrees of normal 
capacity is considered. 

Howe .t A. INGHRAM 

Columbia University 


Service Charges in Gas and Electric Rates, by Hubert Frank Havlik. New 
York: Columbia University Press. London: P. S. King & Son, Ltd. 
Studies in History, Economics and Public Law, Edited by the Faculty 
of Political Science of Columbia University. Number 435. 1938. 234 pp. 
$2.75. 

The term “service charge” is defined by Dr. Havlik as “a genus of fixed 
charges, whose several species are basically intended to recover all or some 
part of customer costs.” The use of such charges in schedules of gas and 
electric rates has been both strongly advocated and opposed. Dr. Havlik 
carefully reviews and expands the arguments, with a conclusion in favor of 
the adoption of service charges in most situations. 
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In answer to the questions of what specific items of cost a gas or electric 
company should endeavor to cover in its service charge, how these costs 
may be calculated or determined, and in what manner the charge should 
be incorporated in the rate schedule, Dr. Havlik frankly admits that “the 
questions proved so complex, and the attempt to answer them raised so 
many new problems” that the conclusions reached “must be largely tenta- 
tive.” It is suggested that in some cases no service charge is necessary, in 
others a small charge would be desirable, in still others a large amount 
might be collected, and finally it might be used as a temporary expedient. 
Moreover, “there is ground to believe that the fixed charge should be either 
very high, so as to permit promotional follow-on rates to be offered, or so 
low that the customers will not object too much.” 

While Dr. Havlik has left unanswered a number of questions which are 
connected with the use of service charges, his study is a useful summary of 
existing arguments and renders a service in pointing out the present confusion 
in the meaning of the term, the conflicting theories regarding its determina- 
tion, the lack of adequate cost studies on which to base the charge, the 
negligible amount of information regarding the results of adopting service 
charges, and, in general, the “paucity of reliable data on many aspects of 
the subject.” A fruitful field for further investigation has been indicated. 

CiaupbE E. Purrer 


University of Buffalo 


An Experiment in the Registration of Vital Statistics in China, by C. M. 
Chiao, Warren S. Thompson, and D. T. Chen. Oxford, Ohio: Scripps 
Foundation for Research in Population Problems. 1938. 115 pp. $1.00. 


This is a detailed study of Hsiao Chi, a rural area consisting of 221 villages 
and lying in the lower Yangtze delta, midway between Shanghai and Nan- 
king. In 1932 this “fairly typical” area contained 21,864 persons, 1,573 per 
square mile and 2,673 per square mile of cultivated land, or one person per 
quarter-acre of cultivated land. The population had a very low standard of 
living and was shot through with ignorance, superstition, prejudice, and 
fear of the government. 

This careful and closely supervised record of natality, mortality, nuptial- 
ity, and migraticn in 1931-35 reveals not only the almost insuperable 
obstacles to demographic registration in China, but a picture of an area, 
representative of China, where the misery-ridden masses “breed like rab- 
bits,” and where, in consequence, life is cheap, nasty, brutish, and short. 
Birth, death, and fertility rates are higher than for other countries for which 
records exist. The crude birth rate in Hsiao Chi, 45.1, high because of both 
the favorable marital composition of the population and the high level of 
marital fertility (265 births per 1,000 married women, aged 15-44), exceeded 
the crude death rate, 38.5 in 1931-35 (but 52.0 in 1933-34), by only 6.4 
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per 1,000, an excess that but awaited a bad crop or health year to be wiped 
out. High specific and infant (241 per 1,000) mortality served to counter- 
balance the not very operative preventive checks (i.e., voluntary and invol- 
untary abortion, infanticide, and partial prohibition of the remarriage of 
widows). Net annual emigration remained too low to provide relief from the 
continual pressure of numbers to grow. 

Differential natality and mortality in Hsiao Chi differ somewhat from 
that observed in the United States. Natality in the rich, the well-to-do, and 
the poor classes, respectively, was 36.5, 48.7, and 44.2, the differences being 
attributable chiefly to differences in marital composition, working condi- 
tions, and the incidence of migration. Corresponding mortality rates were 
28.5, 35.7, 41.8, the differences reflecting differences in economic pressure. 
Comparative neglect of the young females has served to reduce their relative 
number. 

In an appendix on the probable effects of progress in agriculture and 
industrialization in China, Dr. Thompson paints a gloomy picture. The 
inability of the Chinese to find a sufficient foreign market for their products 
or to develop an internal market, together with their lack of resources, leads 
him to anticipate little improvement from industrial expansion. He is much 
more optimistic than Dr. Chiao relative to the augmentability of both the 
cultivatable area of China and the yield per acre, suggesting that Chinese 
agricultural production can be doubled; but he indicates that, given the 
present lack of education and the “grip of the family system,” even if 
agricultural production were to double, 80-85 per cent “of such increase 
will go to the support of more people,” and but 15-20 per cent “to the 
improvement of standards of living, chiefly in the more favored economic 
classes.” Effective and widely-diffused birth control constitutes the sole 
source of relief. 

J. J. SPENGLER 


Duke University 


Die Berechnungen iiber die kiinftige deutsche Bevélkerungsentwicklung, by 
P. J. Deneffe. Leipzig, Germany: Hans Buske. Frankfurter Wirtschafts- 
wissenschaftliche Studien. Herausgegeben von Prof. Dr. W. Gerloff. 
Heft 3. 1938. 175 pp. RM. 5.25. 


This treatise is a distinct contribution to the problem of population pre- 
diction. It does not treat in great detail any of the specific methods used in 
such prediction, nor does it present any detailed calculations, although it 
gives many of the predictions made concerning the future size and compo- 
sition of the German population. The author distinguishes carefully between 
two general classes of methods, those concerned with the prediction of the 
actual future population, and those concerned with the establishing of a 
future population as indicative of the “development tendencies” of an 
existing one. 
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The book is divided into three parts. The first deals with the aims, meth- 
ods, and results of determining the actual future population. The aims are 
embodied in an “Idealprogramm” which includes all practical and scientific 
considerations concerning the future population. This must be limited in 
practice to a “Realprogramm” concerned only with some of the simpler 
properties of the future population, as age and sex distribution. The author 
emphasizes the importance of distinguishing between estimates which shall 
be regarded as approximations and those to be regarded as maximum or 
minimum values. Two general methods of attaining the desired aims are 
discussed. The first method is that of extrapolation by employing equations 
of population growth. This method is criticized because of the lack of 
uniqueness of the equations and because the only practical result is an 
estimate of the total size of the population. Considerable attention is devoted 
to the second method, called the “Biological Method” or “Die Methode der 
jahrgangsweisen Fortschreibung,” consisting essentially of taking an initial 
population, which may be distributed according to one or more character- 
istics, such as age and sex, and carrying it forward year by year by applying 
to it appropriate future rates of the various phenomena, such as births and 
deaths. Since the behavior of these rates is unpredictable, one must resort 
to assumptions, the nature of which will depend on past behavior as well as 
on the accuracy desired for the estimates. The rates of which knowledge will 
be required include age and sex specific death rates, age specific fertility 
rates. This “Biological Method” appears to have been used extensively in 
estimating the future population of Germany. Many of these estimates are 
discussed, especially with regard to the assumptions made. 

The second part deals with the methods designed to measure the “devel- 
opment tendencies” existing in a population. The concepts of “stationary” 
and “stable” population are introduced. 

The third part discusses the conclusiveness of the results attainable by the 
above methods. 

Joun W. Fertie 

The Johns Hopkins University 


Needed Population Research, by P. K. Whelpton. New York: Milbank Memo- 
orial Fund. 1938. xvi, 196 pp. $1.00. 

Research Memorandum on Population Redistribution within the United States, 
by Rupert B. Vance. New York: Social Science Research Council. Bulletin 
42. 1938. xi, 134 pp. $1.00. 

Research Memorandum on Migration Differentials, by Dorothy Swaine 
Thomas. New York: Social Science Research Council. Bulletin 43. 1938. 
xii, 423 pp. $2.00. 

Fortunately for population there is a considerable wealth of quantitative 
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data amenable to statistical methods of analysis. Consequently, population 
research has achieved a higher level of scientific merit than research into 
many other phases of human society. These three monographs, one financed 
by the Milbank Fund, two issued by the Social Science Research Council, 
present the range and content of what has been achieved in this field. 
Although they follow the same general pattern of summing up past work, 
evaluating results, stating problems, and suggesting further research, they 
vary in scope and detail from general to more specific in the order listed 
above. Together they form a rather comprehensive synthesis of previous 
research efforts, critically appraised and set in proper perspective. In addi- 
tion each is fruitful with leads for further investigation. 

Whelpton’s monograph traverses the whole range of major population 
topics—forecasts and estimates, official statistics, fertility and fecundity, 
mortality, migration, optimum size, and optimum composition of the popu- 
lation. The sacrifice of attention to minute detail seems justifiable since it 
permits a broader, more comprehensive, if less exhaustive, treatment. It 
also allows for more explicit statement of the practical implications of pop- 
ulation theory and research. In connection with optimum size and composi- 
tion of the population the matters of population policy and program are 
faced directly. In turn, practical ends are shown to demonstrate the urgency 
of certain supplementations to the Census. There is no lack of specificity on 
this point; if the 1940 Census does not enumerate “number of children ever 
born” and tabulate it by several categories, the fault will not be Whelpton’s. 
At the conclusion of his final summary he designates the three matters on 
which population research should be concentrated in the near future. They 
are 

1. The motives leading couples to want a given number of children and 
practice birth control accordingly. 

2. The composition of the present distribution of population within the 
nation with the optimum distribution. 

3. The changes which are taking place in the hereditary makeup of the 
population. 

The monograph by Vance deals with a division of population research 
recently marked off and explored by the Study of Population Redistribution, 
with findings published as Migration and Economic Opportunity by Carter 
Goodrich and Others. It refers to internal migration but “goes beyond inter- 
nal migration, however, in that it attempts to put this process in its eco- 
nomic setting of contrasting population and resource areas.” The bulletin is 
remarkable for its clarity and logic. Propositions and corollaries are set 
forth where there are data to justify them; where these are lacking, hypoth- 
eses or postulates are stated. There follow suggested queries and sometimes 
proposed projects. The subjects treated are the relation of population redis- 
tribution to the general field of population; forces producing the redistribution 
—contrasting areas of economic opportunity and differential population 
increase; prospects of changing economic opportunity; and the equalizer of 
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unequal flow of population increase—internal migration. For each of these 
divisions there is a careful examination of data available and of previous 
attempts at their analysis. One especially adequate section is on data and 
research methodology dealing with income and levels of living. 

The third monograph treats the problem formerly known as selectivity 
in migration, now more precisely defined and more agnostically named. It 
differs from the other monographs in including substantial, hitherto unpub- 
lished, original contributions of the author. The differentials investigated 
are age, sex, family status, physical health, mental health, intelligence, 
occupation, motivation, and assimilation. The results are inconclusive for 
any generalizations as to strength and direction of selectivity in migration. 
The only differential definitely established is for the specific factor of age. 
Valuable appendices include bibliographies of American, English, and Ger- 
man contributions as well as discussions of both Swedish and German 
sources of data and methods of analysis. 

MARGARET JARMAN HaGoop 

University of North Carolina 


Urban Blight and Slums, Economic and Legal Factors in Their Origin, 
Reclamation, and Prevention, by Mabel L. Walker. Cambridge: Harvard 
University Press. Harvard City Planning Studies, Volume XII. 1938. 
xvi, 442 pp. $4.00. 


“Urban blight and slums” are terms used to describe a whole congeries 
of problems of diverse and heterogeneous character. The demarcation of a 
slum area for a city involves setting up a series of tests by which these areas 
of deteriorated housing may be segregated from the other residential sections 
of the city. In making generalizations for many cities, the complexities 
multiply, since each separate city is to a certain extent unique, with a 
structure and pattern of growth peculiar to itself. Because the problem of 
urban blight and slums is one of such extraordinary difficulty, Dr. Walker’s 
method of approach deserves most careful attention. 

The first part of this pioneer treatise on slums is of most vital interest to 
the student of city growth and structure, for in it Dr. Walker essays the 
task of defining the terms “slum” and “blighted area.” She assembles the 
definitions of authorities, reproduces Henry Wright’s classic description of 
patterns of blight, brings together scattered historical data relating to the 
genesis of decadent areas, presents case studies of some 14 cities in which 
certain characteristics of slum areas are described, and then indicates the 
economic drain of blighted areas and the relation of housing to the problem. 

In the second part, numerous methods of attacking the problem of slums 
are discussed. The vital importance of replanning blocks so that the evils 
of single lot development will be overcome by community control of a whole 
block or group of blocks is shown by the late Henry Wright. Obstacles to 
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slum clearance imposed by over-valuation of land and problems of condem- 
nation and demolition are analyzed. The relation of zoning to land values, 
the problems of land assembly, proposed rehabilitation measures, the theory 
of property taxation, tax exemption, and mortgage financing form the sub- 
ject matter of successive chapters. Mr. A. C. Shire contributes a brilliant 
chapter that shows the loose organization of the home building industry. 
Federal, state, and local housing activities are also discussed. 

The third main part, “The Attack on Slums and Unfit Housing in England 
and Holland,” is a scholarly analysis, written entirely by Professor Richard 
U. Ratcliff of the University of Michigan. In this part the main emphasis is 
placed upon the legislative methods used in dealing with slums and their 
practical results. 

Dr. Walker has performed a great service in assembling in one volume 
data relating to the diverse factors affecting slums and blighted areas in so 
many different cities. The strength of this volume—the great variety of 
subjects covered and the numerous authorities quoted—is, however, its 
principal weakness. The space allotted to each subject is so limited that it 
is impossible to develop the scientific possibilities latent in every field. More- 
over, from the counsel of so many authorities, it is difficult to develop a 
unified, consistent attack on the problem of slums. Notwithstanding these 
shortcomings this pioneer work on the subject of slums is a welcome addition 
to the library in the growing field of housing and land economics. 

Homer Hoyt 


Federal Housing Administration 


Farmers on Relief and Rehabilitation, by Berta Asch and A. R. Mangus. 
Washington, D. C.: Division of Social Research, Works Progress Admin- 
istration. Research Monograph VIII. 1937. xx, 226 pp. 


Rural Youth on Relief, by Bruce L. Melvin. Washington, D. C.: Division of 
Social Research, Works Progress Administration. Research Monograph 
XI. 1937. xvii, 112 pp. 


Effects of the Works Program on Rural Relief, by Rebecca Farnham and Irene 
Link. Washington, D. C.: Division of Social Research, Works Progress 
Administration. Research Monograph XIII. 1938. xxiv, 115 pp. 


In the past few years our newspapers, magazines, and books have fairly 
bulged with an ever increasing load of statistical data and comment relative 
to the relief problems of urban centers. By way of comparison, almost 
nothing has been written on rural relief problems, which, to be sure, involve 
fewer persons but are certainly no less tragic. These monographs focus 
attention on those problems. 

Monograph VIII includes more than 100,000 rural relief cases spread 
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over 30 states. The cases are analyzed in terms of cause of distress, location 
of relief and rehabilitation cases, types and amounts of relief and rehabilita- 
tion, social characteristics of families involved, relationship to the land 
inhabited, production factors, and relief trends. The final chapter presents 
an evaluation of reconstruction programs. 

Of importance in this monograph is the showing that in most cases “the 
need for outside aid was the result of long-standing agricultural maladjust- 
ments and adverse climatic conditions such as drought and flood.” In light 
of this an examination is made of such Federal emergency measures as 
Emergency Relief Administration, Resettlement Administration, and Works 
Progress Administration. Then, to quote again, “the more fundamental 
measures for building a superior agrarian civilization in the United States 
are long-time measures, not planned for immediate results . . . . Successful 
rehabilitation cannot be accomplished without a continuing course of action, 
uninterrupted by sudden shifts of policy such as have characterized relief 
and rehabilitation programs during the depression years.” 

The most tragic picture is drawn in the monograph Rural Youth on Relief. 
In October, 1935, when agriculture seemed on the way to recovery, there 
were 625,000 youth in rural relief families. But this is not all. If one takes 
into account the assistance provided by the C.C.C., the W.P.A., and the 
Resettlement Administration, the youth in families receiving assistance 
included some 10 per cent of all rural youth in the United States. 

The youth in relief families have been carefully analyzed in terms of 
location and concentration, age, color, sex, marital status, relation to head 
of household, educational status, and occupation. The plight of rural youth 
is shown to be largely the result of long-time trends—depletion of the soil, 
overcrowding of the land, and the prevalent system of farming. The con- 
clusion is obvious: “The revival of industrial activities in the cities will have 
little direct effect on conditions in submarginal land areas . . . .” Moreover, 
“with the exception of the C.C.C., the Federal programs which offer the 
greatest possibilities for youth have been set up primarily in urban terms, 
and they are frequently not well adapted to rural areas.” 

Monograph XIII presents an analysis of families taken off the Emergency 
Relief Administration rolls between June and December, 1935. The analysis 
runs in terms of the number finding employment in private industry, the 
number finding employment on the Works Program, the number receiving 
assistance from the Resettlement Administration, the number returning to 
relief rolls, and the number in need but not receiving relief. 

All three monographs have been intelligently planned and carefully pre- 
pared. At least they give the lie to the many stories alleging complete use- 
lessness of W.P.A. These products are of genuine value. 

CiLEeon O. SWAYZEE 

University of Nebraska 
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Planning and Administration of Unemployment Compensation in the United 
States, by Bryce M. Stewart and Associates. New York: Industrial Rela- 
tions Counselors, Inc. 1938. xiii, 665 pp. $4.00. 


The task of surveying the beginnings which have been made in the de- 
velopment of a system of unemployment insurance in the United States is 
rendered most difficult by two circumstances. In the first place not one 
system but fifty-one subordinate jurisdictions under the general authority 
of a Federal act are in existence. The Federal activity is spread among three 
mutually independent agencies: the Social Security Board, the United 
States Employment Service, and the Bureau of Internal Revenue. In the 
second place changes in both legislation and procedures have occurred with 
great frequency, and in many cases these changes have been of considerable 
magnitude. In several instances state acts have been completely rewritten. 
Those proponents of the present Federal-state svstem who urged its adop- 
tion in the interest of experimentation by the states should be most happy. 
Variety has indeed been achieved. The resulting system, if it is proper to 
call it a system, resembles the colonial crazy quilt in more than one respect. 
The quilts, however, had some permanence of form after they were made. 

The difficulties which have just been indicated prompt Mr. Stewart to 
remark in his introduction that “the many changes in law and procedure and 
the difficulties experienced in securing accurate recent data on some phases 
of the work have necessitated many revisions in the manuscript. These have 
delayed publication and have made it impracticable to bring up to date 
certain phases of the first three parts of the study.” He asks that the 
reader be indulgent and indicates that the final portion of the study does 
draw upon developments during the early months of 1938. It is very easy 
for one who has been intimately connected with the program as a regional 
representative of the Bureau of Unemployment Compensation to grant the 
request for indulgence. When policies change from day to day, when in- 
structions in regard to grants continually vary, when the Bureau is con- 
stantly struggling with the problem of decentralization and hence the 
responsibilities of field personnel are changed with most confusing frequency, 
it is almost impossible to keep current and properly convey the Bureau’s 
“current thinking” to the states. One should not, therefore, be too critical 
of an attempt to survey the field and make some evaluation of the work 
which has been done. This same understanding of the shifting scene tempers 
the decided disappointment over the failure of the first two parts of the 
study to probe more deeply into the problems connected with legislation, 
organization, and procedures in the states. 

The first two parts of the study are almost entirely descriptive. The author 
and his associates have avoided a considerable part of the problem of 
diversity by selecting five of the fifty-one state and territorial units and con- 
fining attention to their laws and procedures. In connection with an excellent 
presentation of the organization and development of the Federal and selected 
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state agencies with which the first six chapters are concerned, the author 
points out a number of outstanding problems and indicates in general the 
difficulties attending their solution. Chief among them are those connected 
with the effective coordination between the Social Security Board, the 
United States Employment Service, and the Bureau of Internal Revenue; 
the task of the Board in supervising fifty-one diverse state acts; the weak- 
nesses of the controls which the Board may exercise, particularly those re- 
lating to personnel and to the protection of the solvency of state funds; 
inadequate provisions for securing accurate and comparable statistical data; 
and the need for developing satisfactory interstate benefit payment arrange- 
ments. The opinion is expressed that some of these may prove insuperable 
obstacles and that legislative modification of present acts will be necessary. 

The last four chapters of Part I are concerned with administrative costs. 
Unfortunately the data do not extend beyond the middle of 1937 in any 
case and, for the greater part, cover only the period to the end of 1936. The 
picture, therefore, does not include the decided increase in costs made 
necessary by the expansion of state employment services and by the estab- 
lishment of benefit payment units in the state agencies. The author contends 
that Federal appropriations for administration will have to be increased 
and points out the British provision that allows administrative costs to 
amount to 124 per cent of contributions to the fund. The Board has recently 
adopted the policy of limiting grants for both employment service expansion 
and unemployment compensation to 10 per cent of contributions. One can 
agree with Mr. Stewart that the cost will probably amount to from 65 to 70 
millions per year. At the same time a careful examination of expenditures 
by the states leads to the firm conviction that the Board was wise in in- 
stituting the “line item” type of budget against which the study raises some 
objections. It may hamper the state officials in their planning to some 
extent. On the other hand, many states have not shown the ability even to 
forecast their needs three months ahead or to present adequate justification 
for requests which were contained in their budgets. Bureau officials have 
often experienced difficulty in getting states to decide on matters of equip- 
ment and personnel in time to permit installation prior to the time when 
both were actually needed for operation. The abandonment of line control 
in many states would, under the conditions obtaining at present, destroy 
the ability of the Board to keep expenditures within fairly proper limits 
and might well lead to a first-class series of scandals. 

Part II of the study is devoted to describing the procedures which had 
been adopted by the Federal agencies and the five selected states up to the 
time of its conclusion. Since that time numerous changes have been made. 
It is impossible to present a current picture on account of this endless experi- 
mentation. It requires constant care on the part of field personnel to keep 
up with Bureau policies. Forms are modified, supplemental fiscal instructions 
are issued, recommended benefit procedures follow one another, and in addi- 
tion a constant stream of suggestions on minor matters is issued. It is true 
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that the states have settled down in regard to coverage and contribution 
procedures, but many changes are still occurring in regard to employee wage 
reporting. States change from slip reporting to list reporting and some 
change back again. Benefit procedures have been revised in a merry whirl. 
The great urge now is toward simplification. About all that can be said for 
this phase of the study is that it portrays what was. What is can only be 
stated in terms of today, and what will be must await tomorrow. One can 
live with six state agencies and still get left behind between visits. 

The summary and evaluation which constitute the third portion of the 
study are worthy of thoughtful consideration. The author is careful to point 
out that “any effort to appraise the present system is hampered by the 
brief span during which it has functioned” and that the recent beginning of 
benefit payment prevents the application of “this strongest test of efficien- 
cy.” Nevertheless, certain fundamental criticisms are stated, and from them 
conclusions are drawn which appear to be amply justified both by the 
findings of the study and in the light of subsequent developments. Legisla- 
tion in the field was passed by the states in a very hurried fashion and in 
varied form. As a result there have arisen “administrative problems that 
are practically insuperable.” The Federal legislation failed to provide for 
unified administration of the act. The resulting bickering among the 
Federal agencies is fast producing an impossible situation. The adoption 
of decentralized administration ignored both the foreign experience in the 
field and our own experience with workmen’s compensation. Accordingly 
“it seems inevitable that a much greater measure of coordination and 
centralization of unemployment compensation must take place.” The de- 
lays and conflicts attendant upon the commission type of administration 
lead to the recommendation that the single administrator, both in Federal 
and in state administration “should prove most efficient.” These adminis- 
trators should be freed from unwarranted interference by other govern- 
mental departments and should have the assistance of appropriate advisory 
councils. Personnel has constituted quite a problem, particularly in state 
agencies. Civil service is held to be more desirable than the patronage sys- 
tem, but it is recognized that civil service authorities must be competent 
and well equipped. I think it appropriate to remark that political influence 
is a very insidious thing and that neither the Federal Civil Service Com- 
mission nor those in charge of state plans could easily qualify as Caesar’s 
wife. My own observation has been that in few if any of the states has it 
been possible to secure a complete staff of competent people without political 
interference. It might also be possible to cite instances of grossly incompetent 
Federal employees whose removal does not appear possible. 

Mr. Stewart’s analysis of actuarial and financial considerations leads him 
to question the wisdom of exempting employers of less than eight employees 
and to indicate the hazards attending small and concentrated coverage. He 
does not believe that “the actuarial problem has received the consideration 
it deserves.” In this connection he raises the whole question of the solvency 
of funds and the possible effects of merit rating, adjustment of contributions 
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to payroll and of benefits to earnings. The requirement of employee contribu- 
tions and the supplementing of funds by Federal grants-in-aid are also dis- 
cussed as possible necessities. In this connection it should be noted that 
several states are now paying out more in benefits than they are currently 
receiving in contributions. 

Under major procedures the author discusses the collection and recording 
of contributions, the determination of benefit, proof of unemployment, and 
payment of benefit. He first disposes of the oft advocated stamp system and 
then discusses the importance of prompt and frequent collection. Doubt is 
expressed that quarterly collections will suffice. The comments on benefit 
determination are largely concerned with present complicated and often 
inequitable provisions. Benefit rates based upon recent full time earnings are 
favored as against an average based upon quarterly earnings during a two- 
year base period. Present methods for handling partial unemployment are 
faulty, but no acceptable solution has been found. Separation notices in lieu 
of employee wage reports are condemned, and improved and more frequent 
reporting recommended. The current practice of fixing the duration of 
benefits by the ratio principle is simple administratively but probably will 
be questioned. The submission by claimants of proof of unemployment 
places a heavy strain on agencies in the event of mass layoffs. The normal 
procedures should be relaxed to facilitate prompt registration and payment. 
It is predicted that many states will have difficulty for a time at least “in 
the matter of the prompt payment of benefits.” The opinion has been more 
than vindicated. 

In conclusion the author summarizes the more important criticisms to 
which attention has been drawn. “Despite many discouragements, some 
alert and competent officials, federal and state, are exerting themselves to 
the utmost to make this complicated, disjointed, inflexible organization 
operate efficiently. A hard road lies ahead of them. Laws and procedures are 
already being altered and patchwork changes will continue, perhaps for 
many years. It may be predicted that complete reconstruction on a national 
basis will come, either by the evolutionary process or by drastic action in 
time of stress.” In other words we need a real federally administered nation- 
wide system based upon sound principles. Mr. Stewart and his associates 
have struck some sturdy blows. Perhaps this and further confirmatory 
studies will carry the necessary conviction to the Congress and the states 
before the necessity for drastic action precipitates a too sudden and hurried 
readjustment. 

Burton R. Morey 

University of Alabama 





Differentials in Industrial Wages and Hours in the United States, by M. Ada 
Beney. New York: National Industrial Conference Board, Inc. N.I.C.B. 
Studies Number 239. March, 1938. xviii, 203 pp. $3.50. 


This publication of the Conference Board presents data on the differen- 
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tials which exist in wages and hours in eight industries among geographic 
regions, between large and small communities, and between large and small 
establishments. The industries studied were cotton, foundries and machine 
shops, furniture, lumber, printing, electricity, gas, and paper and pulp. The 
proportion of total employment represented by the reporting concerns varied 
from 4 per cent for the lumber industry in the East to 64 per cent for the 
paper and pulp industry in the South. All data are shown separately for each 
industry and are presented in the form of arithmetic averages throughout 
the study. Averages are given for certain specified occupations in some in- 
dustries as well as for all occupations combined. 

Discussion is limited to three chapters covering 40 pages. These chapters 
deal with the methods used, the extent of wage and hour differentials, and 
the reasons for wage differentials. Substantial variations were found in 
earnings among the major geographic regions. Earnings in the Far West 
were, on the whole, the highest, and those in the South the lowest. Much 
wider variations were found in some industries than in others. In general, 
earnings in large cities were higher than in small communities, but the 
correlation was far from perfect. Workers in large establishments appear to 
earn the highest wages. 

The author discusses briefly a number of possible explanations of wage 
differentials. Only with respect to the cost of living is a detailed explanation 
attempted. Wage differentials were compared with differences in living 
costs, using the same standard of living. Both geographic and population 
differentials in earnings were found to be greater than corresponding differ- 
entials in living costs. 

Although it has its limitations, as the author is careful to point out, 
this study is of particular interest at the present time when the passage and 
administration of the Federal Fair Labor Standards Act have increased the 
need for a better understanding of the nature and extent of wage and hour 
differentials. 

THEODORE A. VEENSTRA 

Pennsylvania Department of Labor and Industry 


The National Railroad Adjustment Board, by William H. Spencer. Chicago, 
Illinois: The University of Chicago Press. Studies in Business Administra- 
tion, Volume VIII, Number 3. 1938. ix, 65 pp. $1.00. 


William H. Spencer, Professor of Business Law and Dean of the School 
of Business of the University of Chicago, is well equipped to review the 
work of the National Railroad Adjustment Board for the three-and-one- 
half-year period since its inception. In the foreword he tells us that the 
Board “is the latest piece of machinery devised by the Congress of the 
United States to assist in the settlement of railway labor disputes... . It 
has particular interest to the public at present in view of the contention, 
which has been voiced by many since the Supreme Court sustained the 
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validity of the National Labor Relations Act, that the machinery now estab- 
lished for the settlement of industrial disputes in the railway industry 
should be extended to industry generally.” Although Dean Spencer does not 
discuss this particular contention in his monograph, he concludes that the 
Board is “an extremely valuable piece of machinery for the settlement of 
disputes arising out of the interpretation and application of collective agree- 
ments between carriers and railway labor organizations.” 

The monograph is primarily a descriptive account of the development and 
success of mediation procedure under the various transportation acts with 
particular emphasis on the Railway Labor Act of 1926 and its amendment in 
1934. The organization, powers, procedures, and practices of the Adjustment 
Board are described in detail with an appraisal of these activities. Although 
it is useful to have a description in relatively brief compass of the various 
activities of the Board, a more intimate account of the awards of the Board 
would be very illuminating. Dean Spencer states, however, that there is “as 
yet no yardstick by which one can pass any adequate judgment on the 
quality of the work of the Board. It is as yet futile to inquire whether the 
Board is pro labor or pro carrier. The fact that the Board, when assisted by 
referees, has sustained the position of employees in approximately 69 per 
cent of its awards is only slight, if any, evidence that the referees have been 
biased in favor of employees . . . . In any event time alone will tell whether 
the awards work out substantial justice for all parties concerned. 

Perhaps the most interesting section of the monograph concerns the 
appointment of referees in particular disputes. Dean Spencer has himself 
served as one of these referees. The Railway Labor Act requires that, as a 
condition of referring a dispute to the Adjustment Board, the parties shall 
have first endeavored to settle it in conference on the property of the carrier 
involved. For purposes of operation the Board, which consists of 36 mem- 
bers, is organized into four divisions, each division being equally representa- 
tive of the participating labor organizations and of the carriers concerned. 
In practice, Dean Spencer tells us that the various divisions have been 
unable to reach a decision in about one-third of the disputes that are referred 
to them. In such cases a referee is selected to sit with the division as a mem- 
ber and make an award. 

Since the Board began to function in 1934, 12 different persons have been 
appointed in various disputes. “Aside from the question of bias—an issue 
on which the writer does not care to express a judgment—the persons 
appointed as referees, with one or two exceptions, have been very competent 
and effective in dealing with the type of controversies coming before the 
Adjustment Board.” 

To sum up, Dean Spencer’s monograph is a careful, descriptive account 
of an important agency for adjusting industrial disputes and, as such, is 
recommended to all students of industrial relations. 

W. Rupert MAcLavRiIn 

Massachusetts Institute of Technology 
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The Income Structure of the United States, by Maurice Leven, assisted by 
Kathryn Robertson Wright. Washington, D. C.: The Institute of Eco- 
nomics of The Brookings Institution. Publication No. 74. 1938. x, 177 pp. 
$1.50. 


“The purpose of the present study is to contribute toward the clarification 
of thought in the important field of income and its distribution. No attempt 
will be made to say anything essentially new. Rather, the effort will be 
directed toward pointing out some simple—and what may appear obvious 
—truths relating to the income structure and to the statistics pertaining 
thereto” (p. 1). To this end Dr. Leven proceeds to consider in the first part 
of the book what he calls the determinants of income—occupation, industry, 
geographic location, age, color, sex; and in the latter part, the changes in 
the income structure since 1929. In addition to these two major topics the 
book treats briefly of the influence of group action, the variations due to 
ebb and flow of business activity, and “secondary income,” i.e., gift and 
transfer items. 

Throughout, the discussion is on an exceedingly superficial level. Al- 
though many bodies of statistical data are employed to illustrate the various 
points made, no serious analyses of the data are attempted. The figures 
presented in the tables, charts, and appendix are described, and the more 
obvious implications drawn. Further than this, Dr. Leven does not go. 
Conspicuous by their absence are analyses of the character and reliability 
of the data presented. The reviewer noted only two statements of this nature 
(p. 85, footnote; p. 126). The second of these points out that, since the 
Financial Survey of Urban Housing “was conducted in 1934, the reliability 
of the information [from this survey] regarding family income in 1929 may 
be affected by the element of human memory perhaps more than for 1933 
or 1932.” Six pages preceding this statement, unpublished data were pre- 
sented on the professional incomes of physicians and lawyers in 1929 and 
1936. The data for both years for lawyers, and probably for physicians as 
well, were obtained through questionnaires mailed in 1937. Yet there is no 
mention of this fact or of its possible implications as to the reliability of 
the data. 

In discussing secondary income, Dr. Leven presents a table based on 
America’s Capacity to Consume, which gives, by family income classes, the 
total and average “income originally received” and “approximate income 
consumed.” The grouping of families is in terms of the first of these concepts 
—income received. The differences among the income levels are consider- 
ably greater for average income received than for average income consumed. 
From this Dr. Leven implies that consumption is more equally distributed 
than income. Now this probably is a correct statement. But it does not follow 
from the table. The error involved has been frequently pointed out! but is 

1 See, for example, Harold Hotelling, review of The Triumph of Mediocrity in Business, by Horace 


Secrist, this Jounnat, XXVIII (December, 1933), pp. 463-65; and the subsequent discussion, this 
JouRNAL, XXIX (June, 1934), pp. 196-200. 
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nonetheless continually being made. To classify families by income received 
and then to compare the dispersion of average income received with that of 
average income consumed is a biased procedure that tends to show income 
received the more unequally distributed. For a valid comparison, it would 
be necessary to compare a distribution of families by size of income received 
with a similar distribution by size of income consumed. 

Research workers in the income distribution field will find scarcely any- 
thing that is new or significant in this little book. But to criticize the book 
on this score would be unfair, for it is no part of its announced purpose. The 
neophyte, on the other hand, will find his understanding of the meaning and 
limitations of data on the distribution of income considerably enhanced. 

From this point of view, the major virtue of the book is the emphasis 
placed on the interrelation of various factors affecting the incomes of in- 
dividuals or families and on the implication that differences which appear 
when income recipients are grouped by one factor may not be attributable 
to that factor but rather to others correlated with it. The major shortcoming 
is perhaps the failure to point out that a given degree of inequality means one 
thing if each individual occupies the same relative position in the distribu- 
tion, year after year, and a very different thing if there is considerable shift- 
ing in relative position from year to year. 

MILTON FRIEDMAN 

National Bureau of Economic Research 


Operating Results of Department and Specialty Stores in 1937, by Carl N. 
Schmalz. Boston, Massachusetts: Bureau of Business Research, Harvard 
University. Publication of the Graduate School of Business Administra- 
tion. Volume XXV, Number 3. May, 1938. Bulletin Number 106. vi, 34 pp. 
$2.50. 


One of the things that Carl N. Schmalz of the Bureau of Business Re- 
search at Harvard University tells in his Operating Results of Department and 
Specialty Stores in 1937 is that with the equipment at hand those of us in the 
department and specialty store fields should be able to navigate our ship of 
business safely through the rocks and whirlpools that are in our path. Had 
we given close study to the facts at hand, many of us would not have been 
caught flatfooted in the precipitous sales decline of late 1937. But let us see 
how we could have gotten through the Scylla and Charybdis of 1937 business 
without casualty. Mr. Schmalz points out that on January 1, 1937 (with 
November figures the latest available) we could hardly have had any indica- 
tion of what was coming. The sales curves—both real and dollar—were still 
mounting; the ratio of stock to sales was very low; the Annalist Index of 
Business Activity and the Federal Reserve Index of Industrial Production 
were both encouraging. The only straws in the wind were that retail prices 
were high and that real sales and general business activity had been on the 
“up” for 36 months or more. 
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On June first dollar sales had leveled off; real sales were definitely lower 
and with no indication of a break in the trend; and “both the Annalist Index 
and Federal Reserve Index had given some indication that they were ap- 
proaching peaks.” The only reassuring evidence at that time was that the 
stock-to-sales ratio was steady at 14 per cent above its November point. 
In other words, by June first of 1937 the danger signals were flying. Yet for 
the most part they were ignored, and consequently buying was not curtailed 
noticeably until September, when it was too late to prevent a heavy stock 
condition at the end of the year. 

The report, based on data from 571 firms doing 37 per cent of the total 
sales of all department and specialty stores in 1937, points out that real or 
physical sales were substantially the same as in 1936, although the stores 
received about 4 per cent more in dollars for them. Margin rates were about 
on a par with those of 1936. 

Increased expenses were very marked in 1937, Over a period of time, the 
study says, the year-to-year changes in expense other than payroll and taxes 
largely offset one another. In 1937 the higher taxes resulting from increased 
Government spending, social security legislation, and other circumstances 
for the most part beyond the control of store executives, increased the cost 
of doing business in that year. 

As for earnings, the study finds that profitable stores “constituted a pro- 
portion of total stores noticeably lower than in 1936.” For department stores 
as a whole, net profit in percentage of sales was .9 per cent less for 1937 than 
for 1936. It should be noted, however, that only in stores with less than 
$150,000 sales volume per year were losses typical. 

Strangely enough, the delivery problem turns out to be both a boon and 
a bane to the department stores. Extra services are, broadly speaking, their 
basic raisons d’étre; yet the report finds that a high ratio of delivered sales— 
a typical department store “extra”—to total sales results in a high per- 
centage of returns. 

The study finds little change in the total high cost per transaction. The 
year 1937 found the average varying from 56 cents for the smaller stores to 
81 cents for the larger stores. 

The problem of labor relations has come strongly to the fore in the last 
few years in the distribution field as well as in the industrial field. The 
Harvard study foresees a continuation of employee unrest as well as higher 
labor costs due to unionization. 

Although industry and research have walked hand-in-hand for years, in 
the field of distribution, at least as far as department stores are concerned, 
there has been painfully little research on problems of basic importance. 
Mr. Schmalz puts forward the questions: What is the most efficient and 
profitable size of a department store for each of a series of sizes of markets? 
What combination of merchandise and service departments ordinarily pro- 
duces the best results in each of a series of sets of circumstances? These and 
other fundamental questions we should know the answers to—but we don’t. 
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Now let us quickly review our 1937 record. First of all, we did little to 
avert the cyclical downturn in business. Next, we did not advance at all in 
unit sales over the previous year; margin rates showed no change; the num- 
ber of stores operating at a profit was considerably smaller; the cost per 
transaction was still very high with practically no change compared to 1936; 
the labor situation was still in a state of unrest; stores had not done much to 
adapt themselves to changing consumer demand; little progress was made 
in simplifying store system; not nearly enough research work was under- 
taken; and, finally, few if any steps were taken to offset the inevitable shift 
from luxury to practical goods in a period of depression. All of which means 
that there are many well-defined problems that department stores will have 
to solve if they are to continue as important factors in distribution. 

The report goes further to present some detailed results on department 
stores which should prove valuable. 

First of all it points out that for department stores the rate of net profit 
varies more or less directly with the size of the store. It finds that the most 
profitable stores, however, are tending more and more to be stores of moder- 
ate size. Both gross margin rates and rates of stock turn were found to be 
the same or lower in 1937 than they were in 1936. 

The following were the results of the study on payrolls: 

1. Payroll expense was generally higher as a percentage of sales in 1937 

than 1936. 

2. The percentage of payroll expense was higher for large stores than for 
smaller stores in line with such a trend in recent years. 

3. The increase in the average percentages from 1936 to 1937 tended to 
be larger for stores of $1,000,000 volume or more than for smaller ones. 

4. The percentage of salespeople varies inversely with the size of the store. 

5. The higher percentage payroll cost in 1937 must have been due to 
higher payroll cost per employee. 

6. Average compensation for full-time work was substantially higher for 
non-selling employees than for salespeople in 12 selected department 
stores. 

7. The number of employees was reduced steadily in these 12 stores from 
1929 through 1932; in 1936, however, there were 4 per cent more work- 
ers employed than in 1929, and, in 1937, 8 per cent more. 

8. Average compensation per full-time employee rose in 1937—for sales- 
people, about 5 per cent, and for non-selling help, 4.5 per cent. 

9. Sales per person, all employees considered, were .5 per cent higher in 
1937 over 1936. 

In conclusion a short résumé of the detailed findings regarding specialty 

stores should not be overlooked. 

The average percentage of sales increase for specialty stores in 1937 over 
1936 was 4 per cent—about the same as for department stores. The rate of 
earnings decreased approximately the same as department stores also— 
about .9 per cent of sales. Gross margins, however, decreased three times 
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as much as for the department stores—namely, .3 per cent, while total 
expense increased .6 per cent to .7 per cent of sales. Specialty stores, like 
department stores, show profits varying directly with size, but the depart- 
ment store tendency is much more pronounced. 

Stock turn rates, percentages of customer returns, sales per square foot 
of total space, percentage of credit sales to total sales all seem to vary with 
size. It is noteworthy that for specialty stores the smaller units have a dis- 
tinctly higher percentage of cash discounts to sales than the larger stores. 

To sum up, the report declares that the most significant characteristics of 
the operation of department and specialty stores in 1937 were, first, the 
cyclical changes in general business and retail sales; second, the heavier tax 


burden; and, lastly, higher labor costs. Inwm D, Wour 


Lewis M.SILVERSTEIN 


Kaufmann Department Stores, Inc. 
Pittsburgh, Pennsylvania 


Marketing of Raw Cotton in India, by M. L. Dantwala. New York: Long. 
mans, Green and Company. Studies in Indian Economics, No. 11. 1937, 


xxv, 268 pp. $3.75. 


Mr. Dantwala’s book fills an important need for those wishing a clearer 
understanding of the world cotton situation, and especially those seeking 
more information about India, the second largest cotton producing country 
in the world. The author says his objective is to examine the movement of 
raw cotton from the farm to the exchange which, according to the author’s 
treatment, begins with cotton picking and extends through the Bombay 
cotton futures market. The fact is, the book has a wider scope than that. 
The discussion of such topics as India’s place in the cotton world, defects 
and malpractices in marketing, co-operative marketing, agricultural finance, 
and cotton prices gives the author ample opportunity to express his views 
and philosophies on a number of subjects, and especially agricultural eco- 
nomics. 

The book has two major objectives. One is to give a description and anal- 
ysis of cotton markets and marketing processes, and the other is reform. 
The will to reform is the stronger of the two objectives. He says, “the main 
object of the study of existing methods is to see whether the whole process 
of marketing can be replanned and reorganized.” 

The two major means of improving cotton marketing methods in India 
in the opinion of the author are: (1) greatly increased co-operation on the 
part of farmers, especially in pooling their cotton for market and in the 
provision of market credit to prevent their cotton from being dumped on 
the market; and (2) government service, regulation, and supervision. Ac- 
complishments of co-operative cotton marketing in the United States and 
the work of the United States Department of Agriculture in the way of 
regulation and service are held up as very worthy objectives for India. 
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The author finds in fact that the spread between what the farmer gets for 
his cotton and the price it brings in Bombay scarcely pays the legitimate 
costs of marketing. The need for reform then is not to prevent excess profits 
of middlemen but to eliminate malpractices, such as inadequate price quo- 
tations in local markets, mixing, watering, disputes, and confusion in weigh- 
ing engendered by excessive competition and not the lack of it. 

The real value of the book lies in the description of Indian cotton markets 
and marketing. Here the foreign reader finds himself wishing for more detail, 
more concrete material, some well-chosen photographs, and examples. The 
description of the local markets is the best. The major problems of marketing 
in India, as in America, have essentially the same causes—lack of knowledge 
and information about cotton and cotton marketing, small volume, and inade- 
quate organization. The discussion of cotton futures markets and especially 
of the Bombay market leaves much to be desired. 

The chapter on cotton prices makes no contribution on that subject to an 
American audience of economists. 

Nothwithstanding the defects pointed out, the book is a distinct contri- 
bution to the world’s literature on cotton marketing. 

A. B. Cox 


University of Texas 


Principles of Engineering Economy, Revised Edition, by Eugene L. Grant. 
New York: The Ronald Press Company. 1938. xix, 431 pp. $3.75. 


Principles of Engineering Economy—Problems, by Eugene L. Grant. New 
York: The Ronald Press Company. 1938. iii, 142 pp. $1.00. (In Combina- 
tion, $4.25). 

This comprehensive revision of a text already recognized as of high quality 
calls less for detailed review than for some reflection upon the nature and 
scope of the subject of which it treats. Professor Grant has collected a rich 
variety of illustrative material from many fields of engineering. His long 
experience in teaching this subject is evident from the extent to which 
beginners’ errors are anticipated. The result is a “how-to-do-it” book com- 
bining theoretical clarity with the salty flavor of practical life. Students 
who respond but feebly to the one may yet be lured by the other. 

Engineering economy is the “cutting edge” of economic judgment as 
applied to a wide variety of investments in physical equipment. Such invest- 
ments are typically large for production rather than consumption purposes. 
Decisions about them usually constitute parts of a wider economic judg- 
ment, either by an entrepreneur or a governmental body. At the core of 
each problem of engineering economy lies a mathematical relationship, 
usually simple. This core of mathematical relationships could be expounded 
in a brief and rigorous treatise. Once a few basic concepts have been mas- 
tered, such as that of interest, depreciation, increment cost, capacity and 
load factor, the rest follows inevitably. 
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The art of teaching the subject to engineering students is a different 
matter. Given time, experience, and industry, the theoretical basis can be 
presented in an illuminating manner through the medium of problems drawn 
from life. More difficult, because indeterminate, is the question of how far 
the assumptions of theory are to be left intact and unquestioned; or how 
far, on the contrary, their wider economic implications are to be examined. 
The nature of costs, the theory of interest, the complexities of demographic 
statistics, corporation finance—these are some of the problems which pre- 
sent themselves to the student who seeks to penetrate behind the opaque 
simplicity of the mathematical expressions for least cost, economic life, and 
the like. 

Professor Grant has made an intelligent compromise, since a volume of 
the scope intended scarcely could follow out all these implications. As a 
practical treatise on “the lore of nicely calculated less and more” the book 
is unexcelled. Its chief danger is that the student who has mastered this 
segment should think he thereby has exhausted all that is profitable in the 
field of economics. 

An accompanying volume of problems forms a valuable teaching aid. 

B. A. THRESHER 


Massachusetts Institute of Technology 


Psychology and the Motorist, by Herbert A. Toops and S. Edson Haven. 
Columbus, Ohio: R. G. Adams and Company. 1938. vi, 265 pp. $2.00. 


This volume adds to the voluminous literature of suggestions for solving 
the traffic problem. An interview study is used as a point of departure, 
followed by criticisms and suggestions. The field covered includes accident 
statistics, the opinion of the driving public, the driver, the pedestrian, high- 
ways, city planning, signs, signals, parking, car construction, law enforce- 
ment, research, and plans and suggestions for ideal highways. This material 
is treated with a rather general and apparently intentional lack of considera- 
tion of the practical aspect. 

After an introduction which pleads for the value of lay opinion, the 
authors launch into a discussion of accident records. It is held that in spite 
of poor records the accident prone driver can be identified. The suggestions 
of an analysis of the individual’s chance of accident and of an index of 
driver skill in terms of actual driving habits on the road seem justified. 

“What’s Wrong with the Driver” discusses in quite acceptable fashion 
the role of judgments and perceptions in driving an automobile, and “The 
Driver at the Wheel” is a similar treatment of emotional reactions, habits, 
fatigue, attitudes, and other similar topics. “The Dangerous Pedestrian” 
suggests controlling or licensing pedestrians, although some of the practical 
aspects of pedestrian psychology are ignored. “Motives and Incentives” is 
essentially a plea that “reward is more promising than punishment.” A 
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number of motivating devices are proposed, some of which have already 
proved practical. The authors hold that highways should be fitted to people 
rather than the reverse and define an ideal highway as a recreational device 
which should be equipped with other facilities such as “sleeping stations.” 

In “Signs, Signals, and Omens” the authors discuss probabilities of seeing 
and the conditions favorable to observance of traffic signs. The suggestion 
is made by the authors that a characteristic contour should be determined 
for certain signs, apparently not realizing that such an attempt has been 
made. 

In “Consumers’ Specifications” it is pointed out that the modern car 
owner desires essentially a house on wheels. This results from the large 
number of uses to which those interviewed desired to put their car. The 
idea is advanced that auto license numbers should correspond with telephone 
numbers and the initials of the driver. The suggestion that permanent plates 
be issued is one that has been tried out in one state for a couple of years with 
apparent success. 

In the final chapter suggestions are made for research on the problem. 
Three major suggestions advanced are co-operation of highway departments, 
co-ordination of reporting in some central agency, and finally a privately 
supported research bureau. The book is easy reading and often entertaining. 

T. W. Forbes 


Yale Bureau for Street Traffic Research 


Trade Associations in Law and Business, by Benjamin S. Kirsh, in collabora- 
tion with Harold Roland Shapiro. New York: Central Book Company. 
1938. 399 pp. $5.00. 


This guide to trade association practices and related laws covers statistical 
services, uniform cost accounting, trade practices, standardization, credit, 
boycotts, patents, basing-point systems, collective purchasing, and foreign 
trade. The author scarcely considers how these activities relate to market 
control. Aside from some treatment of basing-point systems, price policy 
is not discussed. Indeed, there is no mention of factors limiting competition 
in different industries. 

To Kirsh, a trade association is a means of promoting “the effective opera- 
tion of economic forces by permitting free interplay of independent in- 
dividual judgment and action, and by requiring a high level of competitive 
conduct.” Without such associations, the author holds, industry faces the 
undesirable alternatives—further trustification or additional Government 
regulation and participation. To him, as to Herbert Hoover, the trade 
association is a method of providing small businesses with services “more 
or less equivalent to those which big business can accumulate for itself.” 
But to be effective greater power is needed. Although he does not define 
what he means by “cutthroat competition” or by “chaos in production and 
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price,” the author favors allowing trade groups further legal authority to 
eliminate these evils. Yet he overlooks the immoderate action of producers’ 
groups as Code authorities in regulating price and production policies in 
their respective industries. 

Unfortunately, the treatment of the legal position of the trade association 
is not coupled with an economic analysis of individual industries in terms of 
number of producers, type of demand, conditions of sale, fluctuations in 
demand, overhead costs, overcapacity, and the like. Despite these deficien- 
cies, the study is a very useful handbook on the law dealing with monopoly 
and restraint of trade; it brings the material up to the fall of 1938. 

Guienn E. McLAvuG#LIn 


University of Pittsburgh 


The Middlesex Canal, 1793-1860, by Christopher Roberts. Cambridge: Har- 
vard University Press. Harvard Economic Studies, Volume LXI. 1938. 
xii, 252 pp. $3.00. 


Mr. Roberts’ book is a painstaking and careful effort to present with 
great detail the circumstances surrounding the construction and operation 
of an early inland transportation system and its importance to the economic 
development of New England. The Middlesex Canal system, which, when 
completed in 1814, linked Concord in New Hampshire with Boston, was a 
pioneer institution, both as an engineering work and as a business enter- 
prise. It represented an early venture in the corporate form of business 
organization in this country. And it seems to be with an awareness of the 
contribution of the experience gained by the venture to later business 
enterprise and problems that Mr. Roberts proceeds to tell his story. 

We have here, then, an account of major engineering difficulties encoun- 
tered, together with practical problems of construction; a description of the 
economic environment of which the enterprise was a part; methods of hiring 
labor and labor contracts; the working out of business methods, and tech- 
niques developed to guide the relationship between directors and hired 
executives. The latter was obviously a problem of prime importance for the 
early corporation, and the author is quite right in pointing out that expe- 
rience gained in developing these difficult processes was naturally of consider- 
able value to the business concerns which were to follow. 

Since this book is based very largely on original documents and business 
records of the period, it contains a wealth of data, statistical and otherwise, 
on transportation rates, both water and overland, toll charges, labor costs 
and conditions of employment, volume of shipments, etc., all of which will 
assist materially the work of the economic historian of the future. An 
examination of the bibliography reveals the difficulties of his task, and we 
can well be grateful to Mr. Roberts for making available so much manu- 
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script evidence bearing on early transportation problems and on business 
methods and promotion. 

The story of the Middlesex Canal is extremely useful but is not, perhaps, 
as pointed as it might be. The author’s estimate of the importance of his 
project is stated in his preface: “The value of an intensive study of an eco- 
nomic microcosm through time may be said to arise, however, less from the 
details in themselves than from the insight which they afford into the nature 
of the very process of economic adaptation and change.” In this aim he has 
not been completely successful, for it is often the detail as much as the 
insight that claims his attention. For example, it is apparent from the lists 
of directors named in Appendix J that the direction of the canal had passed 
to a group of Boston business men who participated, not only in the control 
of the Lowell cotton mills and in the Locks and Canal Company of that city, 
but also in the large-scale cotton corporations throughout New England and 
in railways, banks, and insurance companies. This is not unimportant, and 
such a relationship might well have been discussed explicitly. It is made 
clear that the Middlesex Canal could not withstand the competition offered 
by the new railroads after 1835, especially the Boston and Lowell road. But 
more light might have been thrown on the nature of this competition had 
Mr. Roberts emphasized that William Appleton and George Kuhn, who 
were directors of the Middlesex Canal Company, were also directors of the 
Boston and Lowell Railroad, and that Ebenezer Andrews, also a director of 
the Canal Company, was likewise interested in the multifarious activities 
of the Boston group of business men referred to above, such men as the 
Appletons, Lowells, Jacksons, Cabots, Sturgis, George Kuhn, and many 
others. 

The inclusion of a map indicating the canal route, railways, and manufac- 
turing centers would have been helpful to the reader. 

Vera SHLAKMAN 


Queens College 


Business Enterprise in the American Revolutionary Era, by Robert A. East. 
New York: Columbia University Press. London: P. 8. King & Son, Ltd. 
Studies in History, Economics and Public Law, Edited by the Faculty of 
Political Science of Columbia University. Number 439. 1938. 387 pp. 
$4.25. 


The conventional way of handling the economic history of the period 
following the American Revolution has been to emphasize the destructive 
consequences to our trade resulting from our elimination from the British 
mercantilist system, and to dwell upon the commercial paralysis and finan- 
cial irresponsibility occasioned by the weakness of the national government 
under the Articles of Confederation. This picture of chaos and stagnation is 
then contrasted with the regime of orderly and swift progress brought into 
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being with the adoption of the Federal Constitution and the Hamiltonian 
policies. Without prejudging the accuracy of this interpretation of the 
period, it may be remarked that (1) the conception of economic history em- 
bodied therein is essentially a political one, and that (2) the one-sided con- 
clusion might be drawn that constitutional provisions and administrative 
policies determine the character of economic institutions and relationships. 
It is the purpose of Mr. East’s book to inquire into the origins of corporate 
and other big business enterprises, and in doing so he marshals an imposing 
array of evidence to establish the fact that the novi homines in business, 
and the new institutions through which they operated, were really thrown 
up in the decade preceding the adoption of the Constitution. Alexander 
Hamilton’s ideas were “not to materialize for another decade” and “he was 
then to appear more truly as the spokesman for, rather than as the creator 
of, a new business element.” 

The growth of more modern economic institutions in this period is seen 
most clearly in the development of new mechanisms to facilitate investment. 
The beginnings of joint-stock commercial banking on this continent are 
found at this time, and equally significant was the multiplication of joint- 
stock enterprises in land speculation, internal communication projects, and 
even manufactures. The shift was away from the idea of personally super- 
vised investments and personal lending to institutional management of 
investments, although many decades were yet to pass before the old-style 
merchant-capitalist would be removed from his central position in the 
investment system. 

The changes in business behavior were stimulated by the change in the 
psychological tempo of the people; the war had made people “think, speak 
and act in a line far beyond that to which they had been accustomed,” and 
overcame that “great reluctance to innovation, so remarkable in old com- 
munities.” The war had also presented unusual opportunities to a new, 
young group of business men, who profited therefrom, and emerged with a 
taste and aptitude for large affairs and a national outlook. This group was 
reinforced by those who had “gained by the consolidating influences of the 
’eighties and by the unequal benefits conferred by the Hamiltonian meas- 
ures.” Such was the climate of opinion produced by the revolutionary 
decades that this new business leadership was able to interest the older 
beneficiaries of colonial wealth accumulation in supporting their new enter- 
prises; for instance, Gouverneur Morris pointed out in 1785 that some of the 
chief subscribers to the Bank of North America no longer were active in 
business themselves. The author emphasizes his conclusion that it was the 
social forces released by the revolutionary struggle, rather than isolated 
individuals like Robert Morris and Alexander Hamilton, which moulded 
the business habits and business mentality of the times. 

In summary it may be stated that the author’s method of approach to 
the history of this period, namely of concentrating upon what he calls the 
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“constructive” rather than the “destructive” forces at work, achieves the 


following: 


1. It establishes the continuity of business development from the colonial 
economy to the postwar system with a mass of case histories. 

2. It shows the Revolutionary War to have been the deus ex machina of 
great changes in business psychology and methods in the direction of 
business “freedom,” pooled endeavors, and greater sophistication in credit 


and investment practices. 


3. It presents the period of the eighties as a period of significant economic 
experimentation, adjustment, and consolidation, rather than as regressive 
in character and barren of achievement. 

4. It offers a fuller insight into the complex of dynamic economic forces 
of which the struggle over the Federal Constitution was the most vivid 


public expression. 


Rutgers University 


Max GIDEONSE 
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